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THE BANKS AND THE PREVENTION OF PANICS. 


‘‘ Never,” it has been said, “have financial crises been found 
to derive their origin from any other source but the banks.” This 
is a grave charge, and we do not think it altogether just. But 
there is enough of truth in it to explain, if not to justify, the jeal- 
ousy with which the banks are always regarded in times of panic 
and afterwards. Thus nearly every great monetary crisis in Eng- 
land has been followed by a Parliamentary discussion on banking 
reform. ‘To the more important of them we owe the English Com- 
missions of Inquiry, whose reports have been so suggestive and 
valuable. Similarly in this State the panic of 1837 was followed 
by an agitation which resulted in the establishment of the general 
banking law of 1838; the panic of 1847, also, was followed by 
new banking legislation, by the closer union of the banks, the 
establishment of the Clearing-House, the publication of the weekly 
bank statement, besides other improvements too numerous to men- 
tion. 


Passing to the panics of 1857 and 1861, they helped to create 
for us the Nasisest Ratking System. And as for the panic of 1873, 
it will be found to have its appropriate compensation in the fu- 
ture, if the banks will only carry out the wise advice which was 
given them by the Committee of the Clearing-House who were 
appointed to investigate the causes of the Jay Cooke crisis, and to 
report upon it. ‘Their report gave an elaborate discussion of the 
question: How can banks prevent panics? We scarcely know a 
more appropriate subject for discussion at the approaching Conven- 
tion of bank officers. We propose briefly to suggest to that body 
some of the conclusions arrived at by the Committee of 1873. 


First of all, the Committee declare that the banks should cease 
to pay interest on deposits. They argue that “ No institution can, 
in the long run, purchase deposits of money payable on demand 
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of the owners, and at the same time secure to itself a just and 
proper compensation for the business, without violating some of 
the conditions indispensable to the public safety. It must either 
risk them in ways that are illegitimate and perilous, or use them in 
excess. This has been abundantly proved by innumerable instances 
in years past, and the practice of paying interest for such deposits 
was unanimously condemned by the bank officers in 1857, as one 
of the principal causes of the panic at that period.” Secondly, they 
say: “The evil results of paying interest upon current deposits, 
avowed when the internal commerce of the nation was conducted 
upon a specie basis, are greatly aggravated when it is carried on 
by an érredeemable currency, which has a fixed and invariable 
volume, and which flows to and from the commercial center with 
the changes of the season. Such a currency is superabundant in 
summer, and instead of being then naturally. absorbed and di- 
minished by redemption, it accumulates in banks, which cannot 
keep it idle without loss of the interest paid to its owners. Legit- 
imate commerce does not then demand it. It is still subject to 
instant call. There is consequently no resource but to loan it in 
Wall street.” The mischiefs thus resulting are well known, and need 
not be particularly described. Thirdly, the Committee show how 
sensitive must of necessity be the financial condition of the banks 
whose deposits have been thus attracted by the stimulus of high 
rates of interest. Such deposits are liable to be concentrated in a 
few institutions, and those by no means the strongest. 

To support these arguments the Committee appeal to figures. 
They show that the deposits of the sixty New York banks 
for ten weeks, from sth July to 6th September, were $ 232,280,000; 
the lowest amount reached since the panic was $ 143,170,000, show- 
ing a total reduction of $89,058,000; of the above amount during 
the ten weeks, ¢we/ve interest-paying banks held $ 111,855,000; the 
lowest total reached by them since the panic, $ 52,669,000, showing 
a loss in twelve banks of $ 58,916,000, and in the other forty-eight 
banks of $ 30,142,000. 

Thus when the panic of 1873 commenced, the whole of the New 
York Clearing-House banks held about two hundred millions of 
deposits. Of this amount twelve institutions held one-half, and the 
other forty-eight the other half. The reserve of legal-tender notes 
was greatly in favor of the latter number, for the obvious reason, 
that banks which pay interest on deposits can least bear to have 
any part of them idle. The active demand, caused by the panic, 
first came, as was to be expected, for deposits due to country banks, 
which had been disturbed by failures of several city bankers, who 
held large balances of money due to the interior. 


These deposits were to a great extent loaned upon stocks and 
bonds in Wall street, “on call.” But the rapid withdrawal of de- 
posits from the banks made the “call” from every direction simul- 
taneous. Borrowers upon stocks were thus deprived both of their 
facilities of borrowing, and of all power to sell their securities. The 
conflagration was so rapid and violent that the whole fabric of our 
financial system was in danger. 
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We have obtained from the Manager of the Clearing-House the 
precise figures of the bank statement which were not published 
during the panic. It illustrates the argument of the Clearing- 
House Committee, and is as follows: 


NEW YorK BANK AVERAGES BEFORE AND AFTER THE JAY COOKE PANIC. 


1872. Loans. Specie. Legal Tenders. Deposits. Circulation. 
July 19. $289,878,100 . $ 32,273,600 . $48,872,500 . $240,206,400 . $27,281,500 
Aug. 23.- 289,931,800 .. 25,144,200 -. 45,532,400 .. 227,691,300 .. 27,214,400 
Aug. 30.. 288,883,000 .. 23.095,200 .. 44,729,300 .. 220,390,300 .. 27,281,900 
Sept. 6.. 288,374,200 .. 21,767,000 .. 38,679,900 .. 212,772,700 .. 27,355,500 
Sept. 13.- 284,536,200 .. 20,442,300 .. 36,717,200 .. 207,317,500 -. 27,383,400 
Sept. 20.. 278,421,700 .. 18,844,600 .. 34,307,900 .. 198,040,100 .. 27,414,200 
Sept. 27.. 266,811,800 .. 12,937,300 .. 21,229,100 .. 174,527,800 .. 27,327,600 
Oct. 4.- 268,408,700 .. 10,635,500 .. 12,012,700 .. 156,402,300 -. 27,425,900 
Oct. IL.. 265,593,900 .. 11,919,900 10,178,800 .. 156,004,000 .. 27,451,600 
Oct. 18.. 261,366,100 .. 13,388,500 .. 6,280,500 .. 153,794,900 -. 27,453,400 
Oct. 25.. 254,896,200 .. 13,270,600 .. 8,777,700 .. 150,397,700 .. 27,422,300 
Nov. I.. 253,232,400 -. 14,972,600 .. 14,724,900 -. 155,824,200 .. 27,413,700 
Nov. 8.. 249,277,300 .. 16,878,000 .. 21,040,200 .. 157:967:500 -- 27,434,800 
Nov. 15-. 248,723,200 .. 16,630,400 .. 26,095,600 .. 161,844,800 -. 27,357,700 
Nov. 22.. 248,067,300 .. 17,568,700 .. 30,899,800 .. 167,967,200 .. 27,299,800 
Nov. 29.. 248,281,700 -. 19,807,000 .. 35,881,300 -. 174,339,400 -- 27,233,500 
Dec. 6.. 252,373,500 -- 21,158,600 .. 38,214,000 .. 182,015,300 .. 27,186,100 
Dec. 13-- 254,520,600 .. 22,319,500 .. 42,060,600 .. 190,054,200 .. 27,167,200 
Dec. 20.. 257,191,900 .. 21,987,900 -. 44,567,700 -. 194,116,500 .. 27,125,400 
me 258,094,500 .. 26,514,300 .. 44,664,000 .. 195,152,100 .. 27,156,100 

1574. 

- 10.. 265,640,000 .. 32,679,100 .. 50,926,000 .. 219,668,000 .. 27,169,300 

» 24.. 267,611,100 .. 34,739,100 .. 57,883,300 .. 232,691,800 .. 27,624,700 

. 28.. 282,555,700 .. 26,488,300 .. 61,915,000 .. 239,864,300 .. 26,775,100 
Mar. 28.. 286,177,500 .. 25,439,300 -. 60,585,100 .. 239,730,900 .. 26,726,400 


It is not our purpose to discuss this vexed question of 
“interest on deposits.” We content ourselves with indicating the 
chief lines of argument relied on by the Committee. It will be 
remembered that the majority of the New York banks did not 
wholly endorse this report or accept its doctrine on this point. 
Another committee was appointed, who have not yet made any 
report in favor of paying interest. They will do well to prepare 
their document at an early day for the information of the public, 
as the London Joint-Stock banks pay interest on their deposits, 
and have done so for the past fifty years. The profits they make 
on their deposits range from one to two per cent. The London 
Economist publishes the following statistics of these profits compiled 
from the reports of the banks for the year 1874: 


PROFITS ON DEPOSITS BY THE VARIOUS BANKS. 


1874. 1873. 1872. 
Per Cent. Per Cent. Per Cent. 
ry Ss. d. Ss. 
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Without expressing any opinion on the general question at issue, 
we think the forthcoming report of the Clearing-House Committee 
ought not to overlook the example of the London Joint-Stock 
Banks. 

Leaving the question of deposits, we next come to the loans 
and reserves. Here we approve unhesitatingly of the proposition 
of the Committee, which is, that all banks should make a point 
of holding in quiet periods of the year more than the legal aver- 
age of reserve, so that they may be ready to meet the periodical 
demands of returning activity without producing spasms in the 
money market. _ And as to loans, the necessity of avoiding the 
locking up of any part of the bank assets in unavailable securities 
cannot be too strongly or too frequently urged. 

Among the tests which have been proposed as to whether reck- 
less loans are making by our banks, one of the most practical is 
afforded by the records of mercantile failures. Tried by this test 
our banks do not seem to be chargeable with much excess at 
present. We may appeal, in confirmation, to the figures lately pub- 
lished of the mercantile failures for the year 1874. To the same 
effect are the reports of the first quarter of 1875, which have just 
been prepared by Messrs. Dun, Barlow & Co., and compare as 
follows with the records of previous years: 


FAILURES IN UNITED STATES FirsT THREE MONTHS, 1872-1875. 


Total Failures One Quarter Total Liabilities One Quarter 
Jor Year. of Same. Jor Year. of Same. 
es 4,067 ad 1,017 ---- $121,056,000 . $30,264,000 
1873-.-.---- 5,183 oon 1,205 «eee 228,499,000 . 57,124,000 
1874..-..--- 5,830 oo 1,457  ---- —_ 155,239,000 . 38,809,000 
MG Sas s0cc First Quarter. .... 1,733 .--- First Quarter. . 38,873,000 
FAILURES IN THE VARIOUS STATES, JANUARY I TO MARCH 31, 1875. 
States. No. of Amount of States. No. of Amount of 
Failures. Liabilities. Failures. Liabilities. 
Alabama ........ 15 -- $366,000 Missouri......... 65 .. $1,199,550 
ASEABIOS 20002065 Dns 27,000 Nebraska........ 16 -. * 120,000 
COMMING. 500s: OF és 675,971 New Hampshire.. .. .. — «------ 
Connecticut ...... @2 .<. 297,761 New Jersey ...... a 81,758 
PE cccccs. 86§ ss 65,000 New York.... ... 152 -- 2,694,562 
District of Colum- New York City... 197 -- 8,490,500 
Eas _ 28,824 North Carolina... 16 .. 123,000 
i error Ae i 260,000 Ohio..........-.. 7 1,187,155 
CEE co cacsisncs 49 -. 1,037,300 Pennsylvania. .... 155 -- 4,927,606 
eee 96 .. 2,385,018 Rhode Island.... 21 .. 476,394 
PE soca ctune 84 -. 41,661,349 South Carolina... 61 .-- 989,236 
MOIR pact ais wae a 376,205 Tennessee ....... 23 «- 143,705 
(ee 1 ss 83,300 Territories ....... Ce 540,702 
Kentucky........ : a $106,000 TexaS.....sccccces GF i. 660,100: 
ee ee aes ee 305,831 Vermont ......... : 31,200 
Maine” .... <2. — ss meee Virginia & W. Vir- 
Maryland. ....... Ah «s TAGS GM. bcos. 5.5 er 642,765 
Massachusetts.... 113 -- 5,514,000 Wisconsin ....... 57 -- 419,384 
Michigan ......-.. SF «s 511,041 — —--—— 
Minnesota ......- 38 .«- 250,000 Wetel....2. gas $ 38,873,222 
Mississippi..-.... 17 -- 418,450 


* Included in statement from Massachusetts. 
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SPECIE PAYMENTS. 


SPECIE PAYMENTS AND THE GOLD SUPPLY. 


Rarely since the suspension of specie payments in 1861 
has the question of the available supply of gold in the world been so 
much discussed as of late at home and abroad. The agitation is 
partly due to the Finance bill of January, fixing 1st of January, 
1879, as the day for our resumption of coin payments. Partly, 
however, the agitation arises from the fact that the supply of gold 
from the mines has somewhat fallen off, while that of silver has 
increased, so that the equilibrium of value established between the 
two metals has seemed in danger of being disturbed. Another 
cause is the new policy of Germany, which has led to the substi- 
tution of a gold standard for the old silver standard, causing much 
of the old silver coinage to be melted down, and its place supplied 
either by paper or gold. A third cause of the general agitation 
as to the gold supply is the Franco-German war, causing an im- 
mense displacement of capital, and some heavy transfers of the 
precious metals all over Europe. 


We have published during the period under review a number of 
papers on the subject, of various degrees of merit. It may be of 
service if we now collect the latest aggregates from various sources, 
and thus try to determine the stock of gold available for trade, and 
the rate of production of the probable future. In addition to the 
German demand, it must be remembered that there is a demand to 
make good the wear and tear as well as the casual loss of the 
existing stock of gold, a demand which is estimated to approach 
$15,000,000 a year, and also that Japan is likewise coining gold. 
France appears to be almost ready to resume cash payments, and 
Holland has under consideration a plan for adopting a single gold 
currency. Italy, Austria, Russia, Turkey, and Spain are all at 
present under a regime of inconvertible paper, but there seems 
little probability of their being speedily in a position to return to 
cash payments. The only addition to the existing demand to be 
apprehended in the immediate future, then, will be confined to Ger- 
many, Japan, France, and Holland. 


According to a statement we published recently from the London 
Economist, the aggregate produce of all the gold mines since 
1848 has amounted to $2,742,700,000. In 1848 it was estimated 
‘that the total stock of gold then existing was about $2,800,000,000. 
If this estimate was nearly correct, the yield of the mines during 
the past twenty-seven years nearly equals the whole stock of gold 
existing in the commercial world at the beginning of the period. 
But if the wear and tear and the casual losses of the twenty- 
seven years reached $15,000,000 per annum, there would have to 
be deducted a total sum of $405,000,000. The existing stock 
of gold in the commercial world at the present moment would 
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therefore somewhat exceed five thousand millions of dollars. It 
would be interesting to ascertain how much of this enormous 
sum is in the form of gold coin, but there are no means of deter- 
mining the question. The productiveness of the mines reached its 
maximum in 1856, when the aggregate production was $160,000,000, 
of which the. United States yielded $75,000,000, Australia 
$70,000,000, and Russia $15,000,000. Since 1856 the yield has 
been declining. Last year the estimate was $96,250,000, of which 
Australia produced $43,750,000, the United States $30,000,000, and 
Russia $22,500,000. While we observe a great falling off in the 
yield of the Australian mines, on the other hand there was an 
increased productiveness in the Russian mines. Allowing for the 
$15,000,000 to make good wear and tear, the additional supply 
last year, to meet the demands of all the world, both for coinage 
purposes and the arts, was but little over $80,000,000, or not 
greatly more than half the additional supply of 1856. Assuming 
that no new gold mines are discovered, it would seem probable, 
therefore, that the rise of prices due to the increased supply of gold 
has now reached its maximum. Indeed, if the productiveness of the 
mines continues to decrease, a fall is not improbable. ‘This would 
undoubtedly be an advantage. On the other hand, since 1848, 
trade has received extraordinary extension as well as extraordinary 
development. Much more gold is consequently required for the 
settlement of international engagements. If the decreasing produc- 
tiveness of the mines should cause a scarcity of the metal suffi- 
cient to embarrass the money market, this trade, it has been said, 
would probably suffer. 

It is, of course, the productiveness of the mines which chiefly 
determines the abundance or scarcity of the metal, and consequently 
its value. But another circumstance must be taken into account : 
the stock of gold which may be hoarded away or held in reserve 
in the countries where cash payments are at present suspended. 
Now in the United States, in the year 1859 the amount of gold 
and silver in our banks, in the Treasury, and in circulation was 
estimated at $ 250,000,000. The quantity since raised from the 
American mines is $ 895,000,000, Of this latter quantity some- 
what less than one-fourth is silver. Assuming that the proportion 
of silver in the coinage of 1859 was about the same, we find that 
our gold currency in that year was about $150,000,000. The 
total gold raised since the beginning of 1860 has been about 
$ 675,000,000, and the total imports $155,000,000, making an 
aggregate of production and imports of $ 830,000,000. The total 
exports during the same period have been $ 765,000,000. The 
surplus remaining in the United States, therefore, would be 
$ 115,000,000. But it should be observed that in 1860, 1861, and 
1863 the silver exported is not distinguished from the gold. This 
would make the gold exports appear larger than they really were, 
and of course would increase the existing surplus. 

Besides our mines, however, there is, as we have hinted, another 
source to which we can repair for supplies of gold. We refer to 
our hoards of the precious metals, which are variously estimated at 
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from $ 100,000,000 to $150,000,000. The experience of every country 
after suspension justifies the belief that on the resumption of specie 
payment, much of this accumulated coin of gold and silver would 
come out of its hoards, and would be available for use as a circu- 
lating medium, adding greatly to the productive capital of the 
country. Estimating these hoards as available to the extent of 85 
millions only, we have 200 millions of dollars in. gold and silver 
coin ready to come into active use when specie resumption calls 
it out. 


There is in these facts no support for the theories of the gold specu- 
lators who are so ingeniously maneuvering in Wall street in favor of 
arise in the premium. They argue that because the Bank of England 
has depleted its coin balance of late, therefore several millions of 
gold may in consequence be exported from New York. But as our 
production of the precious metals is estimated this year at 70 millions 
of dollars, it is evident that we shall be able without any serious incon- 
venience to spare all the gold that is at all likely to be wanted from 
us, either by England or Germany. It is reassuring to know this, for 
we are a debtor nation, and owe a great deal of money abroad, which 
is at any time liable to be called for in gold, or its equivalent ; and as 
we cannot reverse the laws of trade so as to keep our gold from going 
out of the country, it is well for us to know that we can spare all 
that we are likely to be asked to export in the early future. 


ANALYSIS OF THE POPULATION OF THE GLOBE. 


In reading the economic works of Hume, Adam Smith, Dugald 
Stewart, Quesnay, Condillac, and other writers of the eighteenth 
century, one is surprised to find how, in spite of their defective 
means of information as to statistics, they still contrived to approach 
accuracy. In regard to the population of the globe, we must, 
perhaps, make an exception to this statement. In the eighteenth 
century the aggregate was estimated at from 500 to 800 millions. 
Twenty-five years ago the accepted estimate was 1,000 millions. 
The latest estimate we have seen is that of Dr. Wagner, who re- 
ports the population of the globe at the present time to be 
1,391,032,000. Of course the figures are, in many cases, purely 
conjectural; but still it is a peculiarity of Mr. Wagner's esti- 
mate that it contains a smaller proportion of conjectural figures 
than any other estimate heretofore published. The aggregate 
population of the world Mr. Wagner estimates as follows: 


POPULATION OF THE WORLD. 


America 34,542,000 
Europe 300,532,000 

798,220,000 
Australia and Polynesia 4,438,000 
Africa 203,300,000 


Total population 1,391,032,000 
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As to the population of America, Mr. Wagner divides it into 
four groups: North America, 51,991,500; Central America, 
2,891,500; the West Indies, 4,202,400, and South America, 
25,536,600, giving a total of 84,542,000. The particulars are as 
follows : 


NorTH AMERICA. 
Greenland 
Canada (census 1871) 
Newfoundland 


United States and Alaska, (census 1870).........- 
Mexico (census 1869) 
Bermudas 


51,991,500 
CENTRAL AMERICA. 


NII 5. a is sicihids-Sainies doc nnas.ecemeaemeatloneds: sien 
PEI osis ciclsccads cisadesc abadeslecbassnudeedad 351,800 
British Honduras 24,700 
San Salvador 600,000 
Nicaragua 250,000 
Costa Rica 165,000 


WEsT INDIES. 
‘Spanish possessions, Havana, 202,488 (census 1867) .... 
British possessions 
French possessions 
Dutch possessions 
RINNE ORMOMMLIDD «5. 555.cn a sinscs:Runenwauacce samsten 
Swedish possessions 
Hayti 


Dohel of West Indies.....:62.<.ccc0.c6u% tatiny oasaden 4,202,400 
SouTH AMERICA. 


2,043,000 
Argentine Republic 1,812,500 
Uruguay 
Patagonia and Fireland 
Paraguay 
Falkland Islands 


Total of South America................. cence 


Total population of America 84,542,000 


The population of Europe is nearly five times that of America, 
but less than half as large as the population of Asia. The sta- 
tistics are as follows: 
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EUROPE. 
Russia and Finland 71,174,198 
ACER RONNIE 5a ooo ioc ss sicawwicnie winiers-niained ccae,car 
France 36,102,921 
Austro-Hungary .. 35,912,755 
Great Britain and Ireland, “including | Gibraltar, Malta, 
and Heligoland 31,977,128 
Italy, with Monaco and San Marino 26,811,584 
Spain 16,551,647 
Turkey, including Servia, Romania, and Montenegro. 15,737,019 
Belgium 5,037,105 
POMIEGE B00 ABGPES i. 5. ccsisccnccccccccceckds 4;249,503 
’ 4,250,402 
3,674,402 
2,669,147 
1,864,496 
1,741,621 
1,457,849 
Luxemburg 
Andorra 


Population of Europe and European Islands 


Turkey in Asia 
Russia in Asia 


425,392,937 
33,110,503 
Hindoostan, with British possessions and Ceylon 240,112,001 
Burmah, Siam and Cochin-China 25,935,082 
Eat MN DAM oso calcancsennrnesaseucaan dees 30,465,030 


Australian Continent 
Polynesian Islands 2,763,500 


Population'ef Australia, ete... s.cccscscseseees, dacs. ass 
AFRICA. 


Morocco 

Ns 6 ba. ckCue id ccueee cheesy espana eam a sees eaemda 
PNET i kdis cnneewels naan sidalentssucencesedesscanace 
Tripoli, Barka and Fezan 


Abyssinia 

Samauli 

Galla-country and country east of White Nile 
Mohammedan States of Central Soudan 

West Soudan, Upper Guinea, and Equatorial region. . 
South Africa 

Islands 


Popwlation Of Attica so... 25... .ccccccsccsieccese. «in 


Population of Europe, Asia and Africa 
Population of America 


Total population of the Globe 


300,532,000 


798,220,000 


203,300,000 


1,306,490,000 
84,542,000 


— ——_—__ —_—_ 


1,391,032,000 
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It would be an extremely interesting task if we could go over 
the statistics of the several countries and compare their rapidity 
of growth in regard to population. We have not the data for such 
a task, however, except for some of the countries of Europe. 
Some interesting tables were compiled a few years ago, showing 
the rate of the annual increase of the population during the forty 
years ending in 1866. The result was, that during that period 
France had an average yearly increase of .47 per cent. in her popu- 
lation; England and Wales, 1.30 per cent.; Prussia, 1.18 per cent.; 
South Germany, .42 per cent.; Belgium, .54 per cent.; Sweden, .g9 
per cent.; Netherlands, .77 per cent.; Saxony, 1.54 per cent.; Den- 
mark, 1.10 per cent.; Norway, 1.21 per cent. 


So far as is known, France is now making les increase in popu- 
lation than any other European country. Another point of com- 
parison is as to the population of the large cities. For the past 125 
years there has been a steady tendency of the population of 
Europe to concentrate itself in large cities. The effect of the 
movement is exhibited in the following table; the second column 
of which shows the total population of the various countries, while 
the third and fourth columns give the number of cities having 
over 50,000 inhabitants and their aggregate population, while the 
last column shows the number of the residue of the inhabitants: 


POPULATION OF EUROPE, SEPARATING THE CITIES OVER 50,000 INHABITANTS. 


Total No. of Population Rest of 

Population. Cities. of Cities. Population. 
Germany 41,060,695 -- 34 .. 3,704,080 .. 37,356,615 
Austro-Hungary 35,912,755 -- 10 -. 1,713,893 -. 34,198,862 
SWMEGHIONG 26.5.0 cccciccccccss..> SOCGNAF «. 2. I$BBOO ... Bh4e8s7 
BNE Sic cess cccsnsaaconaccs “Ne sc 181,291 .. 1,683,205 
Sweden and Norway 5,992,023 -- 269,721 .. 5,722,302 
Netherlands 3,674,402 .- 554,022 .. 3,119,780 
Belgium 5,087,105 -. - 668,651 .. 4,418,454 
Great Britain 31,977,128 .. - 8,828,275 -- 23,148,853 

36,102,921 .. - 4,183,654 -. 31,919,267 
Spain 16,551,047 -- 9532321 -- 15,598,326 
Portugal 4,249,503 -- - 313,257 -- 3,936,246 
TAME nn ne aciesins ctcaciesnecesecas SOON gOE os - 2,869,949 -- 23,941,635 
Turkey in Europe 15,737,019 -- - 1,111,754 -- 14,625,265 
Russia in Europe 71,174,198 - 2,487,001 .. 68,887,197 
RMI ais Slice cmcceencas 197,528 .. es ne a 

1,457,894 -- 


wm 
. 


ie 
NKR ORL 


tN 


’ 
‘ 
_ 
oof a 


Andorra 


° 


Total population of Europe 300,532,000 ..175 -. 27,964,329 272,567,771 
Total population of United States.. 38,925,598 -- 27 -- 4,974,274 -- 33,951,324 


The great economic causes which have been at work throughout 
Europe during the past century, giving to the population of 
Europe a tendency to leave the country districts, and to con- 
centrate itself in large cities, we shall endeavor in a future article 
to analyze, and to ascribe to each its due force. The statistics of 
the subject have, however, an interest of their own, independently 
of the industrial and financial forces to which they owe their 
origin. 





THE STRIKES OF WORKMEN. 


WORKMEN’S STRIKES AND THE GROWTH OF WEALTH. 


One of the evil results of the rapid growth of wealth in our day 
is the frequent strikes of workmen in the mining and manufacturing 
districts, both of this country and of Europe. In England and 
Germany the trouble has been greater than here. France is the 
country which seems to suffer least, and in great part the rapid 
growth of the French trade during the last few years is due to this 
exemption from strikes. The excesses of the Commune have thus 
brought their compensation.. The turbulent minority. of idle work- 
men, who ‘have in all other countries been allowed to remain and 
infect the masses of their confréres, have in France been killed off, 
or have been exiled, or have been thoroughly crushed and cowed, 
or converted into industrious, quiet citizens. It is impossible to 
overestimate the importance of this circumstance in promoting the 
growth of the manufacturing enterprise of France, while her rivals 
in trade are embarrassed by strikes, and hindered from putting 
forth their full energies for the development of their national indus- 
tries. France is a unit, and, being exempt from such troubles, can 
push her trade in all directions. 

In this country the strikes of the last two or three years have 
had much to do with the slow recovery of our industry from 
the panic. Perhaps they had some influence in bringing it on. 
At any rate they have checked the recuperative energies of the 
nation, and retarded the reaction. It would be an easy task to 
expose the fallacies on which the claims of the workmen rest. 
For example, they claim that as all wealth is produced by /ador, 
therefore their class, the workingmen, as they call themselves, create 
all the wealth that there is in the country, and thus have a right 
to a larger share of what they produce. Nothing can be more 
absurd. What would be the creation of wealth by a few millions of 
workmen, if we were dependent on their manual labor alone, and 
if this labor were not supplemented by the work of steam engines 
and labor-saving machines, equal in this country to 1,300 millions 
of men, or tothe whole population of the globe? So far from the 
laborers and mechanics of this country claiming the honor of 
creating all the wealth we have, it has been sometimes argued 
that “their chief use, their simple task, is to do the remnant of 
work which, as yet, our machinery has not been sufficiently im- 
proved to accomplish. Accordingly, as years pass away, this mar- 
gin of work grows less and less, and as it contracts, the claims of 
the laborers and mechanics founded upon it should contract also.” 


Without going so far as this, we may very properly remind our 
laborers and mechanics that popular opinion overestimates their 
rights. Where they count by scores and hundreds of men, the 
machinery their masters own is equivalent to the labor of thousands 
of men. ‘Take, for example, a cotton factory, with its carding, spin- 
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ing and weaving machinery, worked by a steam engine of a hundred 
horse-power or more. How shall we estimate the number of men 
whose productive power such a machine represents? The evil 
done to such a factory by a strike is not only that 200 or 300 
men, women and children become idle and unproductive, but also 
that the iron arms of the machinery become idle too, and thus 
entail a tenfold loss of productive power upon the community. 

In view of these facts, who will claim that the work-people have 
a right to use intimidation in support of a strike? A man may 
no doubt refuse to work. Any number of men may combine in 
such a refusal. But the refusal must be wholly voluntary. No 
recusant workman has a right to intimidate or prevent his fellow- 
workman from getting his living and supporting his family by 
honest work. Still less have mechanics and work-people the right 
they claim to stop factories, and mines, and machinery from work- 
ing in order to carry out a strike. 


It is a mistake to call these strikes a fight of labor against capi- 
tal. They are really a fight of a few laborers against the many, a 
fight of hundreds against millions and tens of millions, a fight of 
the weakest and most ignorant working men against a whole nation 
of intelligent, law-abiding citizens, supported by law, by capital, 
and by the forces of civilization and material growth. The only 
way in which mechanics and laborers have ever advanced perma- 
nently their condition, is not by striking against capital, but by 
means of hard work and steady thrift, making themselves capita- 
lists. ‘To-day almost all our leading capitalists and captains of in- 
dustry are men who started life with no better aid than the educa- 
tion which this country offers without charge. 





ARE BANKS RESPONSIBLE FOR DEPOSITED BONDS? 


Ever since the war and the consequent multiplication of five- 
twenties, seven-thirties, ten-forties, and other coupon bonds, the own- 
ership of which passes by manual delivery, vast amounts of these 
bonds have been owned by all classes of the community, and the 
holders of Government securities became more numerous in the 
United States than in any other country except perhaps in France, 
since the immense loans caused by the disasters attending the ex- 
tinction of the Empire and the close of the Franco-Prussian war. 
One consequence of the increase of these bonds was, that many 
owners of such property, having no place of security in which to 
deposit their bonds, frequently took them to some bank in their 
neighborhood, just has they had been used to deposit there their 
plate, deeds, or other valuables. Before long, however, a multitude 
of bond robberies took place in various parts of the country, and as 
the detectives were not very successful either in bringing the thieves 
to conviction or stripping them of their plunder, the question arose, 
how far the banks who accepted without charge the custody of 
bonds for their customers, were responsible to the owners in case 
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the bonds were stolen from the vaults of the bank by burglars. 
This question has just been up before the New York Court of Ap- 
peals, and the opinion of the Court was delivered 23d March by 
Judge Allen. The suit was brought by the First National Bank 
of Lyons against the Ocean National Bank of this city. The first- 
named institution had deposited bonds to a large amount in the 
vaults of the Ocean National Bank for safe keeping. ‘These bonds 
were not hypothecated, but were simply placed without charge in 
the vaults of one bank for the convenience of the other. While 
the bonds were so deposited the vaults of the bank were entered 
by burglars, and a large amount of property was stolen, among 
the rest the bonds of the plaintiff. The question was, who should 
bear the loss ? 


It was quite clear that the Ocean Bank was chargeable with 
negligence. For they had let their basement to the burglars, who 
hired there several rooms, among them one which was directly un- 
der the vaults of the bank in which were deposited the bonds of 
the plaintiff. The Court, however, did not reach this point in the 
case, but decided it on the preliminary question, whether the bank 
had actually bound itself as a corporation, or could so bind itself, 
by the simple receipt of its President or Cashier, who received 
bonds for deposit without hire. 


The opinion of Judge Allen is elaborate, and we propose to 
publish it in full next month. It decides the question of responsi- 
bility substantially as it was decided by the Comptroller of the 
Currency at Washington, some years ago. ‘That officer, to whom 
have been at various times referred several cases resembling that 
given above, decided them on the principle that as the banks are not 
empowered in their charters to accept bonds on deposit, the receipt 
of its Cashier or President for such bonds does not bind the bank, 
unless such receipt is signed by the express authority of the Board 
of Directors. Now in the case above recited no such express 
authority was sought or claimed. Affirming this principle, the 
Court held that the signing of the receipt by the bank officer, or 
his acceptance of the bonds in dispute, must be regarded as an act 
ultra vires, for which the bank was not responsible, as its Board of 
Directors had not sanctioned it by an express vote, or by any 
positive action. 


MR. BRISTOW AND THE UNSTAMPED CHECK 
DISPUTE. 


Mr. Bristow has promptly decided the unstamped check dis- 
pute. Its history is a very instructive one. In the year 1868 
the Commissioner of Internal Revenue, Mr. Rollins, claimed under 
the Internal Revenue Act of 1864, the right to visit National 
banks, to investigate as to the stamping of checks and promis- 
sory notes, and as to the full and correct payment of the In- 
ternal Revenue tax upon their dividends. This right which Mr, 
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Commissioner Rollins so claimed was based on the power given 
by the act to collectors and their deputies, etc., “to enter brew- 
eries, distilleries, manufactories, and buildings where property, articles 
or objects subject to duty tax are made, produced or kept.” The 
case was elaborately discussed before Mr. McCulloch, the Secre- 
tary of the Treasury, who disallowed the claim, on the ground that 
the 55th section of the National Bank Act provides that the 
Comptroller of the Currency shall have the sole power of appoint- 
ing examiners, who “ shall make a_ thorough examination into all 
the affairs of fhe associations,” and that National banks “shall not 
be subject to any other visitorial powers than such as are author- 
ized by this act, except such as are vested in the courts of law 
and chancery.” Mr. McCulloch decided that as the National banks 
were expressly protected against any other visitorial interference by 
positive statute, the Commissioner of Internal Revenue could not 
appoint examiners, and his claim to do so was disallowed. 


This decision of Mr. McCulloch in 1868 was accompanied by in- 
structions to the Comptroller of the Currency, to require his ex- 
aminers to investigate as to infractions of the Internal Revenue 
laws, as well as those of the Banking law. The arrangement 
was generally acquiesced in, as it was believed that the Comptroller 
had much better facilities for making such examinations by means 
of his experts than could possibly be acquired by the Internal 
Revenue Bureau. Besides this, the banks are accustomed to the 
examinations of the Comptroller, and do not object to them, while 
they do very earnestly remonstrate and complain against examina- 
tions by other persons, as causing a needless, wanton, and vexatious 
interruption of business. : 


For many years this decision has not been questioned, and the 
arrangements made have worked to the satisfaction of the banks, 
the public, and the Treasury. The revenue has been collected, the 
business of the banks has not been unnecessarily disturbed, and the 
public have been satisfied. The recent agitation for the repeal of 
the stamp tax on checks caused, however, some laxity in enforc- 
ing the law; and some of the banks, especially in the West, are 
said to have fallen into the habit of paying unstamped checks to 
a very large extent. When Congress refused to repeal the tax, 
but re-enacted it in the Little Tariff Act, there was a natural 
desire on the part of the Internal Revenue Bureau to enforce the 
law, and to collect the tax impartially all over the country. Ac- 
cordingly, the old claim was revived to appoint Revenue inspec- 
tors, and great irritation was caused thereby all over the country. 
As late as the 11th of April, a Washington telegram announced 
semi-officially that these agents of the Revenue Bureau were “going 
on with the work of examining banks for the purpose of discover- 
ing unstamped checks.” It was added that “the officers of the 
Internal Revenue Bureau do not anticipate an opposition on the 
part of the banks which will compel the Supervisor of Internal 
Revenue to bring suits under the law, which prescribes, it is said, 
a penalty for refusing this examination. Where the old law was 
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evaded by bankers, who accepted a receipt from the depositor in 
place of a check, no claim is made on the part of the Govern- 
ment for the stamp tax, as the Supreme Court of the United States 
decided that this receipt was not an evasion of the law governing 
bank check stamps. The new law, however, is sufficiently explicit, 
it is believed, to prevent a similar effort to resist the tax, and 
covers receipts offered in place of checks. ‘There are a consider- 
able number of cases where the neglect to stamp checks was un- 
intentional, and they are being compromised by the Bureau in- 
stead of the trouble being taken to go into the courts.” 


The last sentence of this circular was regarded as savoring of 
blackmail, as the penalty for every check found unstamped is fifty 
dollars, half of which -was believed to go to the informer or agent 
who discovered the delinquency. Now it was argued that it was 
impossible to reach all the delinquent checks, and as the drawers 
of them had erred in many cases innocently, and from a belief 
that the tax was or soon would be entirely repealed, much public 
annoyance would result from the course adopted by the Internal 
Revenue Department, which was, moreover, contrary to the old 
interpretation of the law adopted by Mr. McCulloch and his suc- 
cessors since 1868. It was also added that the violations of 
the stamp tax law were much less numerous than was pretended 
by the Internal Revenue officers. Of course the dispute had to 
be referred to the Secretary of the Treasury for decision. An able 
argument was prepared by the Comptroller of the Currency, and 
another by the Commissioner of Internal Revenue. We regret 
that our space forbids the citing of these arguments in this place. 
They were laid by the Secretary before the Solicitor of the Treas- 
ury, Mr. Bluford Wilson, whose opinion will be found on page 
gos of this issue of the BANKER’s MAGAZINE. 


This document is dated April 2d, and as the Secretary of the 
Treasury did not wish to disturb the established policy of the 
Treasury, which had worked so well for several years, it was 
ordered that special instructions should be issued to the bank 
examiners, just as was done under Secretary McCulloch when the 
question was up before. In view of this decision a letter has been 
published of the Commissioner of Internal Revenue to the Secretary 
of the Treasury, as follows: 


“ The recent examinations of National banks by Internal Revenue 
officers have developed the fact that, as a general thing, the law in 
regard to the affixing and cancellation of check stamps has been 
well observed. To make these examinations has taken considerable 
time of the officers, and consequently diverted just as much of their 
attention from the care of distilleries, breweries and tobacco manu- 
factories. Inasmuch as these examinations are, by reason of other 
more important engagements, not made as frequently as is desired, 
I have the honor to request that, if in your judgment it is a proper 
course, you instruct, or cause to be instructed, the bank examiners 
in the employ of the United States, whenever they examine the 
condition of a bank, carefully to note and report to this office all 
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cases of failure to stamp or cancel any bank check, draft, order or 
voucher for the payment of any sum of money, as contemplated 
by section 15 of the Act of February 8, 1875. This policy, if 
adopted, will insure an examination of the checks of each National 
bank, I understand, some three or four times during each year, and 
will be, I trust, a very considerable aid to this office in the 
enforcement of the law. Should such instructions be given, I beg 
to be furnished with a copy thereof, as also with a list of the 
names of the bank examiners.” 


Whether this request will be complied with, and whether the 
bank examiners will be empowered to examine the “State” banks 
as well as the National banks, has not yet transpired. The Com- 
missioner of Internal Revenue is reported to have compromised the 
default of some large bank for $50. If this be true, an investiga- 
tion will, no doubt, be insisted on at the next session of Congress. 
‘The irritating dispute which has arisen on this subject is not 
unlikely to lend renewed energy to the efforts for a repeal of the 
check-tax next year. 


THE TAX ON CAPITAL. 


Is credit capital? and if not, what is capital? This difficult 
question has long divided political economists, and their dispute 


has been the subject of many learned treatises. It has just come 
up before the Supreme Court of the United States, and has been 
decided so far as was necessary for the issues involved. ‘The suit 
was brought by Joshua F. Bailey, Collector of Internal Revenue, 
against the firm of Clark, Dodge & Co. of this city. The way in 
which the abstruse discussion first forced itself on the attention of 
the public was this: In the early part of the war, among the taxes 
imposed by the Internal Revenue law of 1864 was a tax on the 
capital of bankers. The rroth section of that act, as amended on 
the 13th of July, 1866 (14 U. S. Statutes at Large, 136), enacts 
“that there shall be -levied, collected, and paid a tax of one- 
twenty-fourth of one per centum each month * * * upon the 
capital stock of any bank, association, company, or corporation, 
and on the capital employed by any person in the business of 
banking beyond the average amount invested in United States 
bonds.” And the 79th section of the same act, as amended, 
declares “that every incorporated or other bank, and every person, 
firm, or company, having a place of business where credits are 
opened by the deposit or collection of money or currency, subject 
to be paid or remitted upon draft, check, or order; or where money 
is advanced or loaned on stocks, bonds, or bullion, bills of 
exchange, or promissory notes; or where stocks, bonds, bullion, 
bills of exchange, or promissory notes are received for discount, 
or for sale, shall be regarded as a bank or as a banker.” (14 U. 
S. Statutes at Large, 115.) Now the bankers and brokers of Wall 
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street rightly thought that this tax imposed upon their capital did 
not refer to their deposits, but simply to their own money employed 
by them in their business of banking. They held that it did not 
include moneys borrowed by them from time to time temporarily in 
the ordinary course of their business. They applied and limited 
the term “capital” to the property or moneys of the banker set 
apart from other uses, and permanently invested in the business. 


Mr. Justice Field delivered the opinion of the Court, which is 
of so much importance, and has attracted so much attention, that 
we give the following copious extract: 


“During the years 1869 and 1870 the plaintiffs were bankers 
within the meaning of this statute, doing business in the City of 
New York, under the name of Clark, Dodge & Co., and at various 
times between the 1st of April, 1869, and the 1st of February, 
1870, they made returns, as required by law, to the Assessor of 
Internal Revenue for the district, of the amount of their fixed 
capital employed in banking, and of the amount of moneys depos- 
ited with them by their customers. The Assessor required more 
than this; he insisted, against the objection of the plaintiffs, that ail 
moneys borrowed by them from time to time and temporarily, in 
the ordinary course of their business, formed a part of their capi- 
tal employed in the business of banking, and were subject to the 
tax imposed upon capital under the section cited. He accordingly 
assessed a tax upon the several amounts thus borrowed within the 
dates mentioned, as part of the capital of the company. The 
defendant was at the time Collector of Internal Revenue in the 
district, and, as such officer, enforced the payment of the taxes 
thus assessed, amounting to over $8,000. The plaintiffs protested 
at the time against the legality of the assessment, and appealed 
from the decision of the Assessor to the Commissioner of Internal 
Revenue. Failing to obtain any rescission of the assessment or 
restitution of the moneys paid, they brought the present action for 
their recovery. 


“The action was tried by the Court without the intervention of 
a jury by stipulation of the parties, under the recent act of Con- 
gress. The Court found the facts we have stated, but with greater 
fullness of detail, and held that the moneys thus temporarily bor- 
rowed by the plaintiffs in the ordinary course of their business was 
not capital of the company employed in the business of banking, 
and was not, therefore, liable to assessment as part of such 
capital, and that the assessment and collection of the tax was, 
therefore, illegal and unauthorized. The Court accordingly gave 
judgment for the plaintiffs. To review that judgment the case is 
brought here on writ of error. As appears from this statement of 
the case, the only question for determination relates to the mean- 
ing to be given to the term capital in the r1oth section of the 
Revenue act. The term is not there used in any technical sense, 
but in its natural and ordinary signification. And it is capital not 
merely of individuals, but of corporations and associations, which 
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is subject to the tax in question. When used with respect to the 
property of a corporation or association the term has a settled 
meaning; it applies only to the property or means contributed by 
the stockholders as the fund or basis for the business or enterprise 
for which the corporation or association was formed. As to them 
the term does not embrace temporary loans, though the moneys 
borrowed be directly appropriated in their business or undertakings. 
And when used with respect to the property of individuals in any 
particular business, the term has substantially the same import; it 
then means the property taken from other investments or uses and 
set apart for and invested in the special- business, and in the 
increase of which property beyond expenditures incurred in its use 
consist the profits made in the business. It does not, any more 
than when used with respect to corporations, embrace temporary 
loans made in the regular course of business. As very justly 
observed by the Circuit Judge, it would not satisfy the demands 
of common honesty if a man engaged in business of any kind, 
being asked the amount of capital employed in his business, should 
include in his reply all the sums which, in the conduct of his 
business, he had borrowed and had not yet returned. There is no 
difference in the business of banking as conducted by individuals 
from the business as conducted by. corporations, which would war- 
rant any different meaning to*be given to the term capital in the 
two cases. Nor can any good reason be stated why a distinction 
should be made between banking corporations and_ individual 
bankers in this respect. Independently of these considerations, 
there would be great difficulty in administering the law upon the 
theory that moneys temporarily borrowed are to be treated as cap- 
ital, and taxable as such. The amounts borrowed from time to 
time must necessarily vary, and, if they are treated as additions 
to the capital, the aggregate amount of the capital must be con- 
stantly changing. It would, therefore, be necessary for the assess- 
ors of the Government, in order to determine the capital to be 
taxed every month, to average the sums borrowed, and in adopting 
any such course they would be obliged to interpolate into the 
statute the word average, which was stricken out by the amend- 
ment of 1866. We are satisfied that the term, as used in the 
statute, was intended to embrace only the fixed capital employed 
in the business of banking, as distinguished fronr deposits and 
temporary loans made in the regular course of business, and that 
no distinction is to be made in this respect between the capital of 
individual bankers and of banking corporations. 


“Tt is undoubtedly true, as stated by the Attorney-General, that 
capital used in the business of banking is none the less so because 
it is borrowed. The mere fact that the money permanently invested 
in the business is borrowed does not alter its character as capital. 
The question here is whether money not thus permanently invested, 
but borrowed temporarily, in the ordinary course of business, to 
meet an emergency, is capital; and we are clear that the term 
does not, either in common acceptation or within the meaning of 
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the statute, embrace loans of that character. After controversies 
had arisen as to the interpretation to be given to the statute upon 
the question at issue in this case between bankers and the Gov- 
ernment, Congress passéd the Act of 1872, defining the meaning 
of the terms ‘capital employed,’ in the 110th section, and enacted 
that they ‘shall not include money borrowed or received from day 
‘to day, in the usual course of business, from any person not a 
partner of, or interested in, the said bank, association, or firm.’ 
This enactment was evidently intended to remove any doubt pre- 
viously existing as to the meaning of the statute, and declare its 
true construction and meaning. Had it been intended to apply 
only to cases subsequently arising, it would undoubtedly have so 
provided in terms.” 


Such are the essential parts of the opinion of the Court in this 
case. Messrs. Clark, Dodge & Co. deserve the thanks of the 
banking community for the perseverance with which they have 
continued this troublesome litigation to a successful and final con- 
summation in the Supreme Court. Over a million dollars are said 
to have been unjustly collected from Wall street firms. If this be 
true, the whole sum will of course have to be refunded, except in 
cases, perhaps, where the parties have voluntarily compromised the 
claim. Now that the question is settled, it seems strange that 
there should ever have been any claim put forth by intelligent 
officials, as to whether a law imposing a tax on a banker’s capital 
applied to his credit in the shape of deposits. 

But the truth is, that this same mistake of confounding capital 
with credit lies at the basis of many of the current errors of the 
day. In 1869 the Commissioner of Internal Revenue, Mr. Delano, 
to whom the foregoing claim was referred by Mr. Assessor Web- 
ster, argued that, as deposits consisted of capital, and_as the tax 
was laid on capital, therefore the tax applied to deposits. This 
was the sophism which led to so much litigation, and has cost the 
Government and the people so large a sum of money. Mr. Delano 
ought to have recognized the obvious fact that, according to his 
reasoning, a banker’s capital was made up in part of what he 
owes. Hence, the greater his debts the greater his capital, and a 
banker could never fail. 

It is hardly fair to these gentlemen, however, to throw on them 
so much blame as some of the newspapers seem inclined to charge 
them with. They were sworn officers of the Treasury and were 
bound to collect the revenue. Their business was to administer the 
law, not to interpret its difficulties or correct its errors.. That task 
is reserved for Congress and the Courts. Besides, the question at 
issue, though really very simple, has puzzled some of the clearest 
thinkers of the present age. Even John Stuart Mill, though in 
some parts of his treatise on Political Economy, he defines capita/ 
so as clearly to distinguish it from credit, still he is not free 
from confusion of thought when he comes to apply his abstract 
definitions to the banks, and to discuss the concrete facts of bank- 
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ing business, and of industrial activity. Mr. Dunning Mcl.eod 
also expressly declares that credit is capital, and has written several 
elaborate chapters to prove and illustrate the thesis which he evi- 
dently regards with pride as in some sort a discovery of his own. 
Michel Chevalier also, although he does not go so far as Mr. 
McLeod, still he regards credit as ancillary to capital. This is much 
the same thing as to say that if a man has capital of his | 
own he can_ generally borrow the capital of his neighbors. 
But if M. Chevalier wished to say no more than this, he has 
certainly taken a much less clear and definite method of explain- 
ing his meaning than is his usual custom. The fact is, that the 
wonderful powers of credit, as developed during the last dozen 
years in this country and in Europe, have dazzled a multitude of 
political economists, and have contributed to a great extent to 
the growth of the errors and sophisms which have been so pro- 
lific of crude legislation, paper-money theories, and fiscal blunders. 
The incisive penetration of the Roman legislators long ago settled 
this question of capital and credit on its true foundation. Capital, 
said they, is sua pecunia. Credit is pecunia aliena. "Vhe former is 
one’s own money, the latter the money of other people. If Mr. 
Collector Bailey and our other Internal Revenue officials had 
promptly acknowledged this when urged by the Wall street brok- 
ers, the vexatious litigation above discussed would never have 
occurred, and a large expense would have been saved to the 
nation. 





NEGOTIABLE SECURITIES AND THEIR OWNERSHIP 
WHEN STOLEN. 


“If I lose a bank-note and it be found in your possession, whose 
property does the law declare that note to be?” ‘The youngest 
beginner in mercantile knowledge can solve this problem, which 
was formerly so difficult to settle. He would tell us that a bank- 

note passes current as money, and it would be useless for that 
purpose if the ownership of it did not pass by simple delivery. 
Hence the law presumes the holder to be the true owner till “ bad 
faith” is proved against him. If, then, 1 want my note back I 
must prove that you did not receive it in “good faith,” or I am 
not allowed to challenge your ownership, or call your title in 
question. This rule of law is so familiar that it needs no discus- 
sion in regard to bank-notes. But it has been extended to other 
negotiable securities, of which during the last twenty years there 
has been so vast an amount created to represent railroad debts, 
Government debts, and the obligations of corporations. These 
obligations, like the debt of the United States, are represented 
by two distinct species of bonds, known in this country as regis- 
tered bonds and as coupon bonds. A registered bond, as is well 
known, is one the ownership of which passes by inscription on 
Transfer Books; a coupon bond is one the ownership of which 
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passes by simple delivery from hand to hand. The latter class or 
bonds are almost exclusively used to send abroad. ‘They are also 
preferred by a large body of investors in this country, as they 
admit of more easy transfer if the owner wishes to sell or hypoth- 
ecate them. These coupon bends represent the great and im- 
portant class of instruments known as “negotiable securities.” To 
‘them apply the principles and rules to which we have above re- 
ferred. The owner of a coupon bond which has been stolen or 
lost has no more control or claim over it than if it were a bank- 
“note. If he find it in the hands of a man who bought it in good 
faith, that purchaser is protected in his ownership and_ possession 
against all the world. ‘To illustrate the magnitude of the interests 
thus protected, we may remind our readers that of the 1724 mill- 
dons of our Government bonds now outstanding, no less than 962 
millions are coupon bonds, while of the bonds of railroad and 
other corporations the amount is vastly greater. We need not say 
more to show the importance of having the rights of holders of 
such bonds placed as far beyond doubt as are the rights of holders 
of bank-notes. This, as we have said, has been attempted, though 
the public are not so well informed on the subject as they ought 
to be. 

In the courts of law here and abroad, the principle has long 
‘been established that a stolen coupon bond in the hands of a 
bona fide purchaser for value, without notice, cannot be claimed by 
the original owner from whose possession it was stolen or lost. 
An interesting case under this rule has just been decided in the 
Supreme Court of the United States. It is the suit of Hotchkiss 
7 The National Shoe and Leather Bank and the Tradesmen’s 
Bank of New York City; appeal from the Southern District of 
New York. This was a writ to compel the defendants to sur- 
render to the complainant three $1,000 coupon bonds of the Mil- 
waukee and St. Paul Railroad Co., which were stolen from the 
complainant and received by the banks. It is held that the cer- 
tificates of scrip preferred stock, attached by pins to the bonds, 
containing an agreement that the holders should receive ten shares 
of the preferred stock of the company, upon the surrender of the 
bonds and coupons on the conditions therein named, did not 
affect the negotiability of the instruments, because the agreement 
was entirely independent of the pecuniary obligation of the instru- 
ment; and that the absence of the certificates was not a circum- 
stance sufficient to defeat the title of the banks. Only proof of 
guilty knowledge or willful ignorance on the part of the banks 
could produce this result. 


To a person well informed as to the fate of previous similar 
suits, it seems somewhat strange that in so plain a case Dawson 
-could have been so ill advised as to waste money in going to 
law. But the fact is that the public are often ill informed as to 
their rights in such cases, and bankers and brokers as well as 
ordinary investors, who have purchased bonds which they subse- 
quently find had been stolen from some previous possessor, are in 
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doubt as to what protection the law will give them. This incerti- 
tude is so prevalent that the Stock Exchange, some time ago, 
went to the expense of printing an able pamphlet. on the subject, 
prepared by Mr. Joseph H. Choate, of the New York bar. Since 
then the law has received some further development, and a new 
edition brought down to the present time would be of consider- 
able utility. Among the cases which have been decided since that 
pamphlet was issued, is that of Seybell 7. The National Currency 
Bank. Under the ruling of Judge Cardozo, the case was decided 
for the plaintiff. On appeal the decision was reversed. The case 
was one of peculiar hardship. On the 12th September, 1865, Sey- 
bell was robbed of eight seven-thirty bonds. Early next morning 
he advertised the loss, and subsequently found that two of the 
notes had been sold by a stranger, at the market price, to the 
National Currency Bank of New York, and were bought by that 
institution in good faith and in the regular course of business. 
He brought suit for their value in the New York Court of Com- 
mon Pleas, and got a verdict. But on appeal, 2oth June, 1873, 
the New York Court of Appeals held “that a purchase like this 
by a bank at a fair market value, and in the usual course of their 
business, of Government bonds, which pass by delivery, was con- 
clusive of good faith, unless the plaintiff could show that the 
defendants purchased with a knowledge of the robbery, or with 
the means of knowledge at hand which they intentionally avoided.” 
This ruling was supported in argument by that of the Supreme 
Court of the United States, which held in a similar case that 
“coupon bonds of the ordinary kind, payable to bearer, pass by 
delivery; and a purchaser of them in good faith is unaffected by 
the want of title in the vendor. The burden of proof, in a ques- 
tion of good faith, lies on the party who assails the possession.” 


It is easy to see on this principle who is the legal owner of lost 
securities; and what protection has an investor who happens to buy 
bonds that have been stolen, if the loser attempts to reclaim them ? 
We find, first, that the honest buyer has the fullest protection, but 
this protection cannot be claimed by a dishonest holder, if it can 
be found that his purchase was not made in good faith. Malar 
fides is fatal to his claims. A few years ago there was some anx- 
ious uncertainty as to this, both in England and here. But now 
that thousands of millions of bond transactions are done every year 
in this country, the Government credit has become intimately con- 
nected with the ease and security of such transfers, and the law 
has become more definite and settled, though it needs to be better 
understood by the public, as is proved by the frequency of abor- 
tive suits for the recovery of railroad, Government, and other 
securities, which, after being lost or stolen, have passed subse- 
quently into the hands of honest holders by innocent purchase. 
One of the most recent of these suits was tried before Judge 
Gross, in May, 1872, in the Marine Court of this city. The case 
offered some novel features, and we have been favored with a 
copy of the points. From the evidence, it appears that on the 3d 
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of January last, Messrs. Morton, Bliss & Co., the financial agents 
of the Union Pacific Railroad Co., received fourteen January cou- 
pons of that corporation, for $30 each, from a firm of bankers in 
this city, Messrs. Cantoni & Barling. This firm had taken the 
coupons in the ordinary course of business. They had bought 
them over their counter from a stranger at 109, gold being 109% 
a1og ly ; the transaction being done during their regular business 
hours on 3d January. They afterward sent the coupons to Mor- 
ton, Bliss & Co., and made the usual demand for payment. Prior 
to this, and on the same day, Messrs. Morton, Bliss & Co. had 
a visit from a Mr. Ralph Dawson, who said that on the 2d Jan- 
uary, he had been robbed of these same coupons, which were on 
their face payable to bearer. Having thus given due notice of 
his loss, he desired Messts. Morton, Bliss & Co. to detain the 
coupons if presented, and to stop the payment of them. ‘They did 
so, and informed Mr. Dawson, demanding from him a bond of 
indemnity. Instead of giving this bond, Dawson gave a written 
and verbal notice to Messrs. Morton, Bliss & Co., that he was the 
owner, that he demanded payment, and that he would hold them 
responsible. He was then referred to the parties presenting the 
coupons, and as he took no further steps in the matter, the 
defendants, as agents of the company, decided, after a week’s 
delay, to pay the coupons to Messrs. Cantoni & Barling. Dawson 
thereupon brought an action for the amount against Morton, Bliss 
& Co., and of course he lost his case, as well as his coupons; 
the Court deciding that, as it was proved that Cantoni & Barling 
had received these coupons for value in good faith, in the ordi- 
nary course of their business, and without notice of their having 
been stolen, therefore they possessed by law a good title to the 
coupons, and had a right to receive the proceeds thereof, and 
unless paid, could have enforced payment against the Union Pacific 
Railroad Co. The Court further held that if Dawson had thus no 
claim against Cantoni & Barling, still less had he any claim against 
Morton, Bliss & Co., who were compelled to pay the coupons to 
“bearer,” and stood simply in position of agents of the Union 
Pacific Co., appointed for the express purpose of redeeming and 
paying these coupons on presentation. 

In the light of these decisions, then, we are at no loss to know 
whether the law affords adequate protection to the innocent pur- 
chaser of bonds which have been stolen. The law protects such 
purchasers against all the world. The previous owner who was 
robbed of the bonds has no more claim on them than if he had 
lost a bank-note or a piece of gold coin, which was afterward paid 
away for value, and had passed through the hands of innocent 
holders. As every such innocent holder has a perfect right to the 
stolen bank-note which he has received for full value, so has he a 
right to the stolen bond, or to any coupons from such bond, acquired 
in good faith. 

Still, to save trouble or risk, investors will do well to buy bonds 
from none but responsible persons, and they should carefully pre- 
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serve written evidence of their purchases. It must never be for- 
gotten that the chief point which the law regards is “good faith.” 
if they are offered bonds from an irresponsible person, at less than 
the market price, and they buy such bonds, the law will raise a 
presumption against them, should these bonds prove to have been 
stolen, as very probably they will. And in such a case they would 
not only lose their money and bonds, but would, perhaps, be 
involved in criminal proceedings besides. For, although the rights 
of honest buyers of bonds have to be protected, yet the courts are 
not to be prostituted to give amnesty to bond-thieves, protection 
to swindlers, or a bounty to fraud. 


In the law as it stands there is, however, we must confess, a 
peculiar hardship in cases of lost bonds. By the common law a 
man has a right to follow his stolen goods, and may claim them 
wherever found. Thus, if his horse be carried off by a thief, the 
loser may seize it on sight, and the buyer has no remedy except 
against the person of whom he had it. To men familiar with this 
old rule of law, it seems- hard to lose a bond of much greater 
value than a horse, and after costly search to find in a bank, or 
elsewhere, the very bond which was stolen from him, but to have 
no power to reclaim it, or to exercise any rights of ownership 
upon it. These hardships, added to the frequent bank robberies, 
and the impotence of our defective police to punish the thieves, 
has caused some clamor against the law as it stands at present. 
But the remedy must be sought elsewhere. The courts must treat 
all stolen bonds on the same principles. It would never do for 
an innocent person, who invests in good faith in bank shares, 
railroad securities, or Government bonds, which prove to have been 
stolen, to be in danger of losing his money, and of being com- 
pelled to give up his securities, though he bought them in open 
market, without suspicion of fraud, and in the usual course of 
business. In face of such risks how could our railroad system 
recover its credit or our banks sustain their position? How could 
our Government have negotiated its enormous war loans? Who 
could have been induced to invest in Government securities except 
at a heavy discount ? 

In no other country in the world are there such a multitude of 
divers railroad, municipal, county and Government bonds afloat, 
payable to bearer, as in the United States. The general prejudice 
in their favor has grown up from the ease with which they can 
be negotiated, borrowed upon, and transferred from hand to hand. 
It would vanish instantly if the law no longer protected the title 
of every holder against all the world until actual bad faith can 
be positively proved against him. At home, therefore, as well as 
in foreign markets, these coupon bonds have always been preferred 
over the registered bonds, and usually fetch a somewhat higher 
price. * The chief objection against them is this temptation they 
offer to thieves, who can too readily dispose of them. But the 
objection, so far at least as Government securities are concerned, 
is easily removed. The holder can acquire perfect security by 





1875.] NEGOTIABLE SECURITIES. 849 


converting his coupon bonds into registered bonds. The change 
may be made without cost through any Government broker, and 
then if a burglar carries off the bonds, they are of no use to him. 
He can neither sell them nor pledge them, nor collect the interest 
on them. And if the thief does not return the bonds, the owner 
after a fit delay may get duplicates from the Treasury, so that he 
is secure against all hazards. It might be well for our railroad 
companies to offer similar facilities for conversion of their coupon 
bonds into the safer form of registered securities. We find in the 
London Zaw Times the following suggestive article on some of 
the questions discussed above. 


“There is no part of our law relating to commerce that is of 
more importance than that which decides what are and what are 
not negotiable instruments. From one point of view, this is a 
question of fact rather than of law, the answer depending, in many 
cases, upon the custom of merchants; and it is highly desirable 
that questions such as these should be kept distinct from all that 
is arbitrary or technical, as far as that may be possible, and con- 
sidered rather with reference to what is convenient in _prac- 
tice and reasonable in principle. It is not of itself sufficient to 
make an instrument legally negotiable that it is’ transferable by 
established custom. The custom of merchants (unless part of the 
ancient law merchant), with all the weight that has been given it 
for the benefit of commerce, cannot confer upon the holder of an 
instrument the right to sue upon it, unless the instrument is one 
the legal right to sue on which passes by delivery, or because the 
parties are not themselves competent to introduce such an incident 
by express stipulation. And negotiable instruments must be of this 
last class. In order, therefore, to ascertain whether an instrument 
is negotiable, the question of fact must always be inquired into, 
‘Is it by the usage of trade transferable like cash?’ But there 
remains the equally essential question of law, ‘Does the mere 
delivery of it confer upon any person receiving it dona fide and 
for value a good title to the property which it symbolizes ?’ 


“Of what instruments this last question may be answered in the 
affirmative was the point in the recent case of Goqdwin v. Robarts 
and others; and though there could be little room for doubt as to 
what the judgment would be, the case was one of such immense 
importance in commercial circles that it must have been with a 
feeling of relief that that judgment was heard in the city. The 
facts were as follows: The plaintiff purchased certain Russian and 
Austrian scrip in February, 1874, through one Clayton, who im- 
properly pledged it to the defendants as security for a loan to 
himself. Clayton having been adjudicated a bankrupt, the defend- 
ants appropriated the proceeds of the scrip to the discharge of 
their advance to him; and the plaintiff then brought an action 
against the defendants to recover the sum they had received for 
the scrip. In delivering judgment, Baron Bramwell said that the 
question whether foreign bonds were negotiable instruments had 
been decided in Gorgier v. Mieville, 3 B. & C., 45, and that de- 
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cision had never been overruled. The remaining question was, 
whether there was such a substantial distinction between bonds 
and scrip that the law that applied to the former did not apply to 
the latter. The case that had been relied upon by the plaintiff 
was Crouch v. The Credit Foncier of England (Limited), 29 L. T. 
Rep. (N. S.), 259, where it was held that an engagement to pay 
money to bearer not entered into by a promissory note or bill of 
exchange could not be rendered a negotiable instrument. But the 
argument that these scrips, being merely engagements to give bonds, 
cannot be made negotiable instruments, was founded upon the 
assumption that the agents of the foreign governments for the 
negotiation of these loans in this country took upon themselves 
some liability, which they clearly did not. It appeared to him 
shocking to common sense that such scrip, which were in a man- 
ner interim bonds, should not be negotiable, while the bonds to 
which they related were negotiable. The case was governed by 
the decision in Gorgier v7. Mieville, and the judgment of the Court 
must be in favor of the defendant. Baron Cleasby concurred. From 
the above very brief summary of a most able judgment, it will be 
seen that these scrips are, as regards their negotiability, placed on 
exactly the same footing as bonds. 


“The leading case on this subject is Miller 7. Race, Smith’s L. 
C. (6th ed.), 479, in the notes to which the authorities are col- 
lected. It was held in that case that property in a bank-note 
passes like that in cash by delivery; and a party taking it Jona 
fide and for value is entitled to retain it as against a former owner 
from whom it has been stolen. Lord Mansfield, in delivering 
judgment, gave the true reason why bank-notes and cash are on 
the same footing after delivery. It has been quaintly said that 
‘the reason why money cannot be followed is, because it has no 
ear-mark,’ but this is not true. The true reason is upon account 
of the currency of it; it cannot be recovered after it has passed 
in currency. So in case of money stolen, the true owner cannot 
recover it after it has been paid away fairly and honestly upon a 
valuable and dona fide consideration; but before money has passed 
in currency, an action may be brought for the money itself. So 
in Foster 7. Green, 31 L. J. (Ex.), 158. It is essential to the 
currency of money that property and possession should be insepa- 
rable. In Gorgier 7. Mieville, «4i supra, the case on the authority 
of which Goodwin v. Robarts and others was decided, the King of 
Prussia had given bonds whereby he declared himself and his suc- 
cessors bound to every person who should, for the time being, be 
the holders of the bonds, for the payment of the principal and 
interest in a certain manner, and it was held that the property in 
those instruments passed by delivery as the property in bank-notes 
(Miller v. Race, «di supra), exchequer bills (Brandao v. Barnett, 
12 Cl. & Fin., 987), or bills of exchange, payable to bearer; and 
that, consequently, an agent, in whose hands such a bend was 
placed for a special purpose, might confer a good title by pledg- 
ing it to a person who did not know that the party pledging it 
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was not the real owner. See, also, Jones v. Peppercorn, 28 L. J. 
(Ch.), 158, and Attorney-General v. Bouwens, 4 M. & W., 171. 
In this last case, the point as to negotiability arose upon the 
question whether the instrument was subject to probate duty; and 
it was held that probate~duty is payable in respect to bonds of 
foreign governments, of which a testator, dying in this country, 
was the holder at the time of his death, and which have come to 
the hands of his executors in this country; such bonds being 
marketable securities within this kingdom, salable and transferable 
by delivery only, and it not being necessary to do any act out of 
this kingdom in order to render the transference of them valid. 
And in the case of Glyn v. Baker, 13 East, 509, where it was 
held that East India bonds were not negotiable instruments, the 
alarm created by the decision was so great, that within a month 
an act (51 Geo. III, ch. 54) was passed, putting them on the 
same footing as cash and bank-notes. In Byles on Bills (sth Am. 
ed.), 281, it is said that in the State of Georgia it has been held 
that any bond payable to bearer is a negotiable instrument.” 


STATISTICS AND MATERIAL PROGRESS. 


Statistics, says Buckle, have done more for human progress than 
all the sciences. Another author, with less epigrammatic elegance 
but more practical truth, tells us that the other sciences build up 
the edifice, but Statistics digs the foundation and finds most of the 
materials. Both these views are combined by a later writer, who 
claims that statistics supply the bony skeleton of dry facts, while 
the other sciences add the muscles and tendons, and all that gives 
movement and grace and force to the organism of human know- 
ledge, and to the energy of progress and civilization. These tributes 
of praise to statistics are much more familiar and popular to-day 
than at any time since they were first started by the founder of the 
Baconian philosophy, to which our modern civilization owes such 
inestimable obligations. -It is to this growing appreciation of the 
value of statistics that England, France, Russia, Germany, and most 
of the nations of Europe have published yearly and other reports, 
more or less complete, of the statistics of revenue, of banks, of 
shipping, of railways, of emigration, of commerce, and of productive 
growth. The Government of the United States, from a very 
early period of its history, has been distinguished for the statis- 
tical reports published by its officials, as will be proved by the 
Centennial Report which is now preparing by the Treasury, contain- 
ing extracts from these reports, illustrating the progress of the 
country in productive power and material wealth since the founda- 
tion of the National Government. 

Although, however, we claim for the United States the distinction 
of being among the first nations to appreciate the value of statist- 
ics, still it has been complained that we are letting other nations. 
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outstrip us in this respect. A very suggestive article on this point 
lately appeared in the Cincinnati Commercial, a journal whose 
frequent contributions to various practical branches of statistical re- 
search are always found to be highly interesting and trustworthy. 
After some timely strictures on our national shortcomings in 
this regard, our contemporary offers several specific suggestions for 
reform, all of which, we doubt not, our readers will emphatically 
endorse. They are as follows: 


I. “In the very last report of the Chief of the Bureau of Sta- 
tistics, complaint is made (and we think with reason) of the great 
defects in existing laws, which render it difficult and even impossi- 
ble to obtain full and accurate statistics. One class of information 
which is almost wholly deficient in the reports of our Statistical 
Bureau is that relating to the coasting trade of the United States. 
That Bureau, it appears, is operating under an antiquated law, 
passed in 1793, which requires the registry and collection only of 
statistics of vessels having foreign goods on board. These move- 
ments comprise but a very small portion of the trade from port 
to port in the United States; and, our statistical officers not being 
armed by law with any authority, or provided with any means to 
collect the statistics of the purely American coastwise navigation, the 
statements of it published by the Bureau embrace but a small part 
of this vast commerce. It has repeatedly been urged upon Con- 
gress, both by the Chief of the Bureau and by the Secretary of 
the Treasury, that legislation should be passed to render the record 
of this commerce approximately complete; yet Congress, engrossed 
with political partisanism, office-brokerage and President-making, 
neglects year after year to make any practical provision to render 
it possible to possess ourselves of facts so vital to American prog- 
ress as these. 


II. “Another disgraceful omission in the arrangements of our 
Statistical Bureau is the want of any provision for registering the 
amount of commerce which passes in and out of the country by 
railway. Our annual reports of exports and imports contained in 
the Commerce and Navigation Report (a° large volume published 
annually), register only the value of articles shipped and received 
by vessels, omitting entirely those which go across the Canada 
border by railway. Dr. Edward Young, Chief of the Statistical 
Bureau, reported last year that the figures of our commerce with 
the British North American Provinces, published by our own Treas- 
ury Department, and those of the Dominion of Canada, showed a 
discrepancy of about $10,000,000 in a single year. Being assured 
that this discrepancy arose mainly, if not wholly, from the want 
of any means of recording the quantities and values of articles 
transported in railway carriages to and from the Provinces of Que- 
bec and Ontario, he went to Ottawa and made arrangements for 
an interchange of detailed statements of imports and exports. The 
total value of articles omitted from the American tables of export 
and import amounted, during the fiscal year 1874, to $10,200,000, 
thus completely vitiating the value of the whole statistics record- 
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ing our trade with the important provinces on our northern border. 
It was proposed to Congress nearly a year ago that the defective 
legislation which makes no provision requiring registration of trans- 
portation by land carriage should be remedied; yet nothing was 
done, and we go blundering on in the same foolish way, piling up 
ignorance and inefficiency where it is completely within our power 
to have intelligence and efficiency, and to profit by them. 


III. “A third subject of statistical science shamefully neglected, 
and inadequately (and therefore falsely) reported, is the product of 
the American Fisheries. Under existing laws, the Customs collect- 
ors are able to furnish official returns of the catch of those vessels 
only which, by the Act of 1793, are required to make entry on 
their return from the fishing voyage. It is therefore impossible to 
obtain any particulars of the system, or any accurate data in 
regard to the catch of fish taken in waters on our coast where no 
distant voyage is made requiring a Custom-House entry. Yet these 
home operations constitute the principal part of that important 
maritime industry. Here, now, is the Congress of the United 
States deliberately standing in the way of securing a true return of 
the American fisheries, by perpetuating the antiquated act of nearly 
a hundred years ago, in spite of the repeated representations of 
the importance of its amendment. 


IV. “A fourth great topic of National interest, second to none in 
its importance, is the statistics of immigration into the United 
States. ‘These are derived solely from manifests filed in the Cus- 
tom-Houses by masters of vessels, in accordance with the act of 
March 3, 1855. But this provision of law does not extend to 
cars or other land vehicles; so that the same difficulty exists in 
regard to immigration to the United States over the northern bor- 
der from Canada, and from Europe through all the provinces of 
the Dominion, which we have referred to as vitiating the statistics 
of exports to Canada in railway cars. It is stated as a fact in 
a recent Government report, that this immigration by railway is 
very large, the number of immigrants coming into the United 
States through the district of Huron alone exceeding that brought 
by vessel into any port in the country except New York.” 


Our contemporary also complains of the inefficiency in the 
arrangements for collecting statistics of emigrants from the United 
States. The only provision of law requiring lists of them to be 
filed with the Collectors of Customs is construed to extend only 
to American vessels, and information in regard to passengers or 
emigrants departing by cars or foreign vessels can only be pre- 
pared at hap-hazard or from conjecture, unaided by law. We lately 
showed that the number of emigrants from the United States has 
increased during the past year and a-half, and the majority of 
them take passage in foreign steamships. The importance of keep- 
ing more full and accurate statements of the immigration into this 
country and the emigration from it will cause, we trust, an early 
adoption of some better means of ascertaining the facts and plac- 
ing them on record. 
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Several attempts have been made at various times to induce 
Congress to provide for and to authorize the collection of the 
financial and general statistics of our railroads throughout the 
country. At present we are without the official statistics on this 
subject, which are collected in England and elsewhere with so 
much advantage. We are, therefore, dependent for our information 
in regard to railroad traffic and finance, on /vor’s Manual, the 
Railway Gazette, the Railroad Journal, and similar works, which, 
being made up at great expense and by private enterprise, are 
manifestly liable to more imperfection and error than the reports of 
official statisticians, who have nothing else to do, and whose repu- 
tation depends on the impartial accuracy and trustworthy fullness of 
their work. 

It would be unfair to our National Bureau of Statistics and its 
painstaking chief, were we not to express our appreciation of the 
increasing value of its monthly and yearly reports. Considering 
the force at Dr. Young’s disposal, it is not a little gratifying that 
he is able to do so much. We must also approve the opinion that, 
however defective our statistical reports are on some subjects, 
there are others in which we may challenge comparison with any 
European nation. Among these we may place our banking statist- 
ics, which, though still defective, are published more frequently, 
fully, and perfectly than even those of England or France. 


GOVERNMENT CURRENCY IN EUROPE. 

In the Vienna Exhibition an ingenious little book, called the 
“Coin Chart of the World,” was published and attracted much 
attention. One of its distinctive features was a colored map, in 
which the countries which had a gold dollar circulation were dis- 
tinguished by one color, those using the sovereign or the franc by 
other colors, and so on. If the painstaking author of this elaborate 
chart were to execute a similar chart of the paper-money coun- 
tries of the world he would find, at the present time, very few 
great countries, except Great Britain and her dependencies, which 
would be wholly free from the color designating the presence of a 
Government paper currency. 

It is somewhat remarkable that while in America and Conti- 
nental Europe, where paper-money issues have been in use so many 
years, the most vigorous efforts are making to get rid of Govern- 
ment paper money, there are still to be found in England, the 
stronghold of hard currency theories, not a few enthusiastic sup- 
porters of paper-money fallacies. T he London Economist published 
some weeks ago a long letter, announced as from an eminent 
financier, advocating the suppression of Bank of England notes, 
and the substitution for them of Government notes, which, in sev- 
eral important respects, would resemble our greenbacks. The pub- 
lication of this letter was followed on the 16th March by a 
suggestive debate in the House of Commons. A gentleman, who 
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has often distinguished himself before in the same field of cur- 
rency agitation, Mr.. George Anderson, the member for Glasgow, 
moved for a Royal Commission to inquire into the working of the 
bank acts of 1844 and «+845 in England, Scotland and _ Ireland. 
He complained that in time of panic the rate of interest was high. 
He praised the currency system of the United States, and pre- 
dicted trouble if it were revolutionized by the resumption of specie 
payments. He intimated that the several suspensions of the bank 
act had no effect on the convertibility of Bank of England 
notes. He insisted that the currency contracted when more of it 
was needed, and expanded when it should contract. The remedy 
which he wished to be adopted was an increase of note issues 
direct by the Government, only securing ultimate convertibility— 
immediate convertibility being in his view obtained at too great a 
cost. 


Another distinguished merchant, Mr. Samuel Morley, declared 
that failures were caused by lack of steadiness in the rate of dis- 
count, that no other commodity varied so constantly and largely 
in price as gold, and that England had become the laughing- 
stock in every country in Europe as a commercial nation. No 
other member spoke at length in favor of the motion, but the 
points made by the two gentlemen already named were ably 
refuted, and only forty-seven members voted for the inquiry. One 
member reminded Mr. Anderson that while in Great Britain the 
rate of interest ranged from two and a-half to nine per cent., in 
the United States under our system, which he would like to have 
adopted, it ranged from nine to ninety. As for the departure of 
gold from the country, it was pointed out that it only went to 
pay for goods which it was thought worth while to buy. And 
there was a general concurrence of testimony that few or no busi- 
ness houses had failed which had any security to offer when they 
proposed to borrow money, that few failed who did not deserve 
to do so, and that failures were quite as common when the rate 
of interest was low as when it was high. It does not seem to 
have been thought worth while to answer Mr. Morley’s absurd 
statement, that the value of gold fluctuated more than any other 
article. The wse of money fluctuates in value, but if “money” 
itself fluctuated so violently it would lose its power and forfeit its 
function of acting as a standard of value. For a “standard of 
value,” like a yard-stick or a gallon measure, is useful just in pro- 
portion as it is steady, unchangeable, and trustworthy. 


The idea that the issue of paper currency on gold security should 
be a function of Government seems to have made but little prog- 
ress in Great Britain. ‘There is certainly something to be said in 
its favor, but there are fatal objections to it. The Bank of Eng- 
land pays very heavily for its supposed privilege of issue, and 
makes dividends of but ten per cefit., while the chief joint-stock 
banks of London divide twenty and twenty-four per cent. per 
annum among their stockholders. While the right of issue is 
restricted, as now, there is no danger that the notes will ever be at 
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a discount. What might happen under a system of Government 
issue, even in Great Britain, we know, from the suggestion of a 
member in the very debate to which we have referred, that as the 
maximum contraction in any six months during the last thirty years 
had been four million pounds, a reserve of five millions gold in 
the Treasury against all issues of notes would be amply sufficient. 
Another member, Sir Andrew Lusk, who is the head of the great 
London house of A. Lusk & Co., was equally in favor of taking 
away the privilege of issue from the Bank of England, but he 
would substitute nothing in its place. He was opposed to note 
issues altogether. ‘The privilege was a monopoly by whomsoever 
held; the idea that paper was or could be money was a hallu- 
cination. He thought that gold ought to be like corn or tea, or 
any other article—to be sold to and held by the person who would 
give the most for it. ‘The result of the debate was decidedly 
unfavorable to the absurd notions of the paper-money theorists. 
Indeed, fully one-half of all the speakers who supported his motion 
are reported to be “decided bullionists. The chief reason why 
such men voted with Mr. Anderson was that they believed an 
inquiry by a Royal Commission would do good, and would bring 
to light some of the evils of the English banking system. Others 
contend, however, and we think with reason, that there is little hope 
for the correction of the destructive dangers of English banking, so 
long as the search is confined to the currency. With character- 
istic obstinacy, the British financiers hold, and persist in affirming in 
the face of all evidence to the contrary, two propositions: first, that 
Government has no right to meddle with any department of bank- 
ing but the currency; and secondly, that the joint-stock banks 
cannot be efficiently reached by Act of Parliament, to compel 
them to hold adequate reserves, so as to remove the most 
potent cause of monetary perturbation in England. 


"The consequence of these two fundamental errors of financial 
doctrine are conspicuously seen in the slow progress of banking 
legislation in England since the time of Sir Robert Peel. His 
Bank Act cf 1844 was intended to carry forward the famous legis- 
lation of 1819. By those two famous laws the currency of Eng- 
land was established on a gold basis, and nothing further needed 
t> be done in that direction. What was necessary by way of fur- 
ther reform concerned the bank reserves and not the bank currency. 
Had Sir R. Peel lived and resumed office there is no doubt that 
these reforms would have long ago been pushed forward. But the 
mantle of this great Financial Statesman has fallen on none of his 
successors. Every bank reform which has been agitated in the 
British Parliament during the last twenty-five years has failed, for 
the simple reason that it has been aimed in the wrong direction, 
and has sought to do evil by disturbing the Peel settlement of the 
currency, rather than seeking to do good by letting the Peel legis- 
lation alone and supplementing that settlement of the question of 
bank currency by a like wholesome adjustment of the question of 
bank reserves. 
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V. 


The course of exchange was the trusty guide of our financial 
operations, and the shrewdness with which our Treasury conducted 
its negotiations in the markets throughout the world, for procuring 
the means with which to meet our payments to Germany, furnishes 
for consideration one of the most curious pages of economical 
facts. It was not only necessary to gather together the necessary 
funds, but also to deliver them in Germany. Mr. DuTILLEvL, the 
Director-General of the Transfer of Funds, to whom the honor of 
effecting this part of the transaction is mainly due, knew how to 
furnish the necessary supplies, how to handle them, to renew 
them and skillfully adapt them to our exigences, so as to keep the 
rates of exchange relatively favorable. The greatest difficulties 
were anticipated in the transmission of these immense amounts. 
As to this he knew how to economize, and succeeded in averting 
any serious loss to us, by maintaining a comparatively even mone- 
tary balance. 


To sum up the total of the remittances made to Germany, we 
delivered: , 
Francs. Cc. 


In notes on the Bank of France 125,000,000 00 
In French gold 273,003,058 10 
In French silver 239,291,875 78 
In German specie and bank-notes 105,039,145 I 

ee er rrr a 
In Frankfort florins 235,128,152 79 
In marcs banco of Hamburg 265,260,990 29 
In marks of the Empire 7210721309 62 
In florins of Hollan 250,540,821 46 


In Belgian francs 29517041546 40 


In pounds sterling ......... esecccscecececs 697,360 532 25 


TOMRE occace cannes oi: cecslndclssceeecascene Qe a an 


Precious lessons are contained in these figures. They show that 
in order to make our payment we have used the Eastern Railway 
compensation of 325 millions, 742 millions in bank-notes, German 
moneys, and gold and silver; and, lastly, more than 4 milliards 
248 millions of bills of exchange. 

56 
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The compensation of 325 millions for the Eastern Railway has 
put upon our “ Grand Livre” an inalienable Rente of 20,500,000 
francs to the credit of the Company. 


The notes and specie were made up of 125 millions of Bank of 
France notes, 105 millions German notes and coin, 273 millions 
of French gold, and 239 millions of French silver. The German 
money had been introduced into France during the invasion.* 
The French specie was remitted by us directly to Germany for 
512 millions, about one-half in gold and one-half in silver. The 
Bank of France furnished 150 millions in gold, pursuant to a 
supplementary agreement signed in May, 1873, in which it con- 
sented to this new advance to the Treasury. In this way we has- 
tened the liberation, without increasing in a corresponding degree 
the mass of notes issued and without heavily depressing exchange. 


Whilst exposing the reasonable and useful character of this 
measure, let us mention, in passing, the important truth which it 
brings to light. Far from being threatened with the suspension of 
its usual operations in the last quarter of 1873, as Mr. Magne 
alleged in the discussion which we had with him in the month of 
July last (1874), and of having been saved by the re-imbursements 
hurried from the Treasury, it was the Bank which then gave a 
manifest proof of its strength. Instead of having recourse to the 
assistance of the State, it was the Bank which furnished the Gov- 
ernment with a sufficiency of resources. Dr. Wagner erroneously 
ascribes our deliverance to an exuberant expansion of legal tenders, 
which still threaten the circulating medium. We paid with the 
effective resources of the loan. We did not depress the market 
by the abuse of paper money. We preferred the heavy charge of 
a debt to the deceptive facilities of a fictitious deliverance, and 
we are rewarded for it by the solidity of our medium of exchange. 


This solidity proceeds from our having diminished only tempo- 
rarily, and in a small proportion, our metallic reserve, which is 
already nearly restored to its former level. The proportion of 
gold and silver paid to Germany was insignificant in comparison 
with the sum total. It was less than the amount required by 
Germany to accomplish her monetary transformation, the change 
from what is called the standard of silver to the standard of gold. 


Without the resources supplied by the war-contribution it would 
have been impossible for her to have realized this metallic renova- 
tion, and we know that it does not advance very rapidly, notwith- 
standing the assistance which it has received by her success in 
arms. We have not only to appreciate the difficulty of supplying 
Germany with gold; we must also not lose sight of the disturb- 
ance of the general market, occasioned by an extraordinary demand 
for this preferred one of the precious metals. 


The serious embarrassments of the London market, which have 
been felt in the whole world, have been occasioned by the with- 


* The sum spent by German officers and soldiers for individual expenses is computed at 150 
millions. —77ans. 
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drawal of some hundreds of millions of gold by Germany. If these 
demands had been still further multiplied, and if the most ordinary 
prudence had not insisted on their being restrained,* we should 
have encountered a financial storm without precedent, a storm 
entirely owing to the reckless promoters of a pretended universal 
metallic unity. 


The deliveries of French gold alleviated somewhat the violence 
of the transition. Nevertheless they have only formed a part of 
the mass which has been recoined in the mints of Germany. 
Those who, preoccupied by an exclusive idea, have urged on 
the unity of what they call the gold standard whilst overlooking 
entirely the predominant influence of the mass of the reserves in 
the precious metals, whether gold or silver, and the inexorable 
action of the daw of proportion between the two necessary agents 
of the circulating medium, have no cause to rejoice at the specta- 
cle which Germany presents. They have desired to do violence 
to the nature of things, and, notwithstanding the unexpected 
co-operation of a victorious war, which provoked “a shower of 
gold,” her situation is anything else than satisfactory. We shall 
return to it presently. 

France, on the contrary, has to congratulate herself for having 
maintained the double standard of lawful payment. She availed 
herself of it to diminish the difficulty of settling with Germany. 
Nor was it only this double employment of gold coin and silver 
coin which she has known how to turn to advantage. She pur- 
chased with greater facility bills payable in silver, and thus that 
metal performed almost all the work of liberation. Bills of 
exchange, payable in silver, covered more than four-fifths of the 
contribution of war. We stand aghast before the perspective of 
the danger that we should have run if we had accepted, prior to 
the war, go/d as the sole liberating instrument. The maintenance 
of the double standard saved us from a serious danger. 


Germany, intoxicated with her success in the war, and believing 
that henceforth all things were possible to her, desired to strike a 
great blow by transforming the metallic circulation in such a way 
as no longer to admit anything but gold as a payment. Three 
years have elapsed since this decision. They are still far from 
having put it in practice. Even now, in order to prevent the new 
gold money from flitting as fast as it is put in circulation, they 
are obliged to tighten the screw of discount (serrer l’écrou de 
Y’escomple) and to raise the rate of interest. 


Meanwhile, the accounts rendered in Germany have disclosed 
an affluence of French gold much greater than any which could 
have been the result of direct remittances from France. We see 
in those statements 518,590,410 francs in gold pieces appear, to 
which must be added 287 millions of francs in weight, together 
more than 800 millions, to which must be further added 42 mill- 


*The American reader will, of course, recall the telegram and the declarations of Herr 
Camphausen in the German Parliament.—7rans. 
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ions bought by weight in England, in all about 850 millions of 
francs. This shows that at all times there is in circulation in for- 
eign countries a considerable mass of our gold coin. Everywhere 
the 20-franc piece is readily received. Those who, with us, are 
urging the adoption of an universal representative coin, mis- 
understand the situation. Such a coin, by the natural movement 
of business, already exists, and is accepted throughout the conti- 
nent* of Europe. France possesses already the advantages of a 
widely circulating money, and is not called upon, therefore, to 
make sacrifices and risk any dangers to create it. 


The German mints gathered all the gold which they found in 
circulation. But even after adding it to the sums which we fur- 
nished, the total did not suffice to coin more than a milliard of 
gold marks (1,260 million francs) struck previously to 11 Decem- 
ber, 1873, and augmented since that. date. To accomplish this, 
not only was French gold which had gone to England purchased 
up, but drafts upon the reserves in the Bank of England were 
necessary, a proceeding which did not fail to produce serious per- 
turbations. Luckily, these exigences were stopped, but not before 
the grave fact was disclosed, that the English market was at the 
mercy of demands of the German Imperial Government, in conse- 
quence of the claims for its new circulating medium. But there is 
a higher law, from which even the power of Prince Bismarck 
cannot escape. Just as gold flows into a country by reason of 
some external violent pressure, in the same proportion does it flow 
out of it, and this cannot be prevented, for it falls into a glutted 
market, and a premium attracts it elsewhere. The equilibrium of 
the world’s market always tends to re-establish itself. Germany is 
not altogether quit of her embarrassments in this respect. The 
assumed omnipotence of force dwindles before the truly efficient 
power existing in the nature of things. The German Empire 
desired to make gold the only legal money for payment of debts. 
It is with difficulty that it succeeds in introducing it under circum- 
stances which have favored it in the most unexpected manner. 


Dr. Wagner’s figures, in all that concerns the minting of gold 
marks, agree with those of Mr. Leon Say, and the learned German 
does not underrate the facilities afforded to France by the use of 
the double-standard gold and silver. Many of those who have 
treated monetary questions have been too much of abstractionists. 
They have sacrificed a more exact appreciation of the requirements 
of a metallic circulation to an apparently simple theoretical solu- 
tion. They have too readily forgotten that the frice of things 
results from the comparative relation between the existing amount 
of the metals and the sum (always increasing) of business trans- 
actions. Gold and silver combined have with great difficulty 
answered thus far to the work demanded of them. To suppress 
by a stroke of the pen one of these two instruments of barter, is 
to augment enormously the work required from the other; and we 


*The author might have included a good jpart of the East also.—T7vans. 
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have seen with what precautions, even under the most favorable 
circumstances, it was necessary to proceed to such a transforma- 
tion as Germany has undertaken to accomplish. There is in this 
matter “a warning which we must henceforth profit by, especially 
when those States at present condemned to use legal tenders shall 
attempt to extricate themselves from their precarious situation, and 
thereupon require a large amount of the precious metals. 


The assistance which may be obtained from a circulating 
medium which does not rest upon a corresponding metallic 
reserve, is exceedingly limited. One knows not how to get rid of 
it even when the margin of security is increased. The Treasury 
notes (greenbacks) in certain countries cannot exceed a relatively 
small fraction of the budgetary operations without inflicting the 
saddest consequences upon the circulating medium. Germany 
offers in this, as in many other respects, the materials for profit- 
able studies. She is to-day occupied in limiting instead of extend- 
ing the fictitious part of her instruments of exchange. Anxiety to 
reduce the mass of paper moneys had much influence on the 
decision to use only gold coin for the future, because thus the 
small bank-notes could be suppressed, whilst their use was increased 
by heavy pieces of silver. The proposition to interdict the emis- 
sion of bank-notes less than a hundred marks (125 francs) is in 
unison with the facilities offered by a gold coinage. A country 
which received more than five milliards as a payment could afford 
to attempt the radical transformation of its circulating medium, 
but this attempt would have undoubtedly failed without the aid 
derived from this war-payment. Dr. Wagner proves that the amount 
of specie actually received was vastly less than the common notion, 
which supposes a chimerical transfer by France of five milliards 
in hard cash to Germany. A large part of the metal, converted 
into gold marks, was bought either in England or in Germany 
itself, where it was very abundant. This last fact compels us to 
reject the figures at which Mr. Leon Say puts our supposed export 
of gold required for the payment of the War-Fine. After deduct- 
ing from the grand total the amount paid in silver, it leaves hardly 
400 millions in twenty-franc pieces. It was in bills on England 
and Germany that the greater part of the payment was effected, 
and the English market suffered more than the French market 
from a withdrawal of gold. As to any depreciation of the legal- 
tender bank-notes emitted by the Bank of France, they were but 
slightly touched, and that only for a short time. We cannot too 
often repeat it: Dr. Wagner wrongly attributes to an enormous 
emission by the Bank of France the resources which enabled France 
to free herself. We shall have occasion to show that the pay- 
ment in notes was singularly limited in proportion to the bulk of 
the whole amount to be paid. We must examine the intelligent 
uses made of the resources of exchange, if we wish to correctly 
appreciate the relative facility with which our liberation was accom- 
plished. As to this, Mr. Leon Say’s Report gives us very interesting 
and precise information. It was in foreign bills that we paid nearly 
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four milliards and a quarter. To obtain them, the French Treas- 
ury had to buy not less than 5,871,807,290 francs, because it was 
necessary to profit by circumstances, so as to dimiflish the 
expenses by means of the transformation, from time to time, of 
these bills held as reserves, by exchanging them for German securi- 
ties, which alone were admitted in discharge of the debt. We will 
‘not enter into the technical details of this vast operation. To 
understand it thoroughly, the reader must go to the Report of Mr. 
Leon Say, and to the descriptive tables which accompany it, and 
which will enable him to catch in a glance the variations in 
exchange of Paris on London from June, 1871, to September, 
1873. The highest point, 26 francs 20 centimes, was touched in 
October, 1871. It fell rapidly to 25.80, and to 25.50. The 
average was below this last figure. To obtain this result, it was 
necessary to offer facilities to foreign subscriptions to the French 
Loan, and to invoke the concurrence of all the great banking 
houses in a prudently conducted exchange operation. Thus it was 
that France surmounted one of the most perilous difficulties in the 
payment of the War-Fine. The immense development of interna- 
tional transactions, and the large investments in the securities of 
various countries, alone give the key to the solution. It was 
owing to the concurrence of these forces, gathered together from 
the whole world, that we could pay more than five milliards to 
Germany without any violent disturbance in the workings of the 
circulating medium. 

France does not seem impoverished by it, says Mr. Leon Say, 
and her circulating medium was almost undisturbed. Exchange 
never reached the great prices which had been dreaded. We have 
been preserved from any enormous depreciation of our legal tend- 
ers, such as has afflicted other countries under circumstances that 
seem far more favorable than those which have befallen us. Not 
only has France avoided a monetary crisis, but she has, better 
than other nations, supported the fancial crisis. 

We will not go so far as to say that those Germans who are 
competent to judge of this result are afflicted by it, but they are 
certainly surprised. 


VI. 


Nor have the Germans experienced a less surprise as to the 
economical effects of wealth suddenly gained by successful war. 
It looked as though these five milliards were to exercise a magical 
influence upon home prosperity, especially when the small propor- 
tion for the war-expenses, in comparison with the heavy amount 
of the War-Fine, was considered. Dr. Wagner has carefully studied 
the employment given to the War-Fine. He begins by establish- 
ing the exact part destined to reimburse the sacrifices made, to 
pay off the loans, to re-establish the material ready for service, to 
compensate all other economical losses. The total does not reach 
a milliard and a-half. 
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What was this exact amount? and what became of the surplus? 
This is the second point cleared up. The greater part was devoted 
to the military power, as well for arms and equipments of new 
models as for defensive works and means for a prompt mobiliza- 
tion of the army. The War-Zreasury was re-established and aug- 
mented, the Navy increased, certain useful expenses defrayed, and 
lastly considerable sums divided among the members of the Con- 
federation. The resources devoted to the campaign in France 
may be analyzed as follows: 

Thalers. 
Advanced by the War-Treasury.......-.-2.--eeeees seeeees.-+ ++ 30,000,000 
Loan of 1870—5 per cent 104,369,720 
Treasury bonds, at 5 per cent., five years to run 95,752,500 200,122,220 
Bonds at short time, emission of 1870.............-. 42,992,500 
Emission of 1871 15,000,000 
Complement of the 100 millions which should cover the 

negotiation of the Five-year bonds 4,247,900 62,240,300 
Advances by the Caisse de Préts or Loans-Bank*.............-. 17,000,000 


309, 362,520 


Other small heads give 311,112,116 thalers, amongst which figure 
the voluntary contributions for the contemptible sum of 394 thalers,t 
less than 1,500 francs! 


The first appeal to credit was introduced under such onerous 
conditions that, if we take into consideration the early repayment, 
January 1, 1873, it cost the Government 11 per cent., and this 
cost would have been greater had not the War Treasury covered 
the first disbursements. 


Dr. Wagner gives us{ a detailed table of the objects to which 
the War-Fine was applied. The war expenses of «he Empire, 
including therein four millions of thalers for endowments, are put 
(Chapter A) at 73,132,407 thalers. Pensions paid to invalids to 
the close of 1872 figure at 10,089,774 thalers, besides 187 million 
thalers given to the Invalid Fund. Assistance to the families of 
soldiers in the Reserve and Landwehr is put at four million 
thalers; assistance to the Germans expelled from France at two 
million thalers; indemnification to the German navy at 5,600,000 
thalers, and reparation of damages suffered at 37,700,000; so that 
the indemnities (Chap. B) reach a total of 246,389,774 thalers, 
including the endowment of the Invalid Fund as above mentioned. 
Chapter C comprises the expenses of re-establishing and strength- 
ening the military power of Germany. Forty millions were paid 
into the War Treasury. The fortifications of Alsace and Lorraine 
absorb 40,550,595 thalers, and those of the Empire 72 million 
thalers. The navy figures for 31,949,890 thalers; the Depot of 
Military Maps for 235,000 thalers; the Committee on Artillery 


*The Caisse de Préts is a bank for making loans, and the term is, I suppose, Mr. 
Wolowski’s translation of Let Bank (1 have not Dr. Wagner’s book to verify this), an institu- 
tion at Berlin which makes advances on securities and Treasury Bills. It is not a Comptoir 
@’Escompte, or bank, according to our use of that word. It resembles rather a Trust Company 
which loans on securities, but does not discount commercial paper.—77vans. 


t Wagner, 65-66. tp. 112 et. seq. 
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Experiments, 1,175,000 thalers. Total of Chapter C, 185,910,485 
thalers. Chapter D is occupied with a capital sum of 6,270,000 
thalers, set apart for the administration of the Empire. Chapter 
E comprises general expenses; such as funds for the Imperial 
cash-box, 2,000,000 thalers; customs and excises, 19,772,719 thalers; 
construction of the palace for the Imperial Parliament, 8,000,000 
thalers. Total, 29,772,719 thalers. The productive investments on 
account of the Empire are indicated in Chapter F, as a total of 
143,872,554 thalers, of which 86,666,667 represent the purchase of 
the Eastern Railroads, and 50,897,447 for expenses of repairs, 
construction and reconstruction of the Alsace-Lorraine roads, and, 
lastly, 638,440 to repair and complete the Guillaume-Luxembourg 
Railroad. 


The excess of the War-Fine, amounting to 798,984,980 thalers, 
was distributed; the old North Confederation received 643,800,000; 
and the Southern States received 155,500,000 thalers, of which 
Bavaria got 91,030,000, Wurtemburg 28,760,000, Baden 24,300,000, 
and Southern Hesse 11,390,000. The war expenses of North 
Germany, largely calculated and included in the indemnity 
paid to it, are put at 377,330,421 thalers. Everywhere it crops 
out that of the 1,484,000,000 thalers (514 milliards) extracted 
by Germany from France, an important portion has been applied 
to augment the military stores and equipments. To borrow Dr. 
Wagner’s words, Germany has thus benefited by “a transforma- 
tion of material capital into immaterial capital.” 


This result justifies in the eyes of the learned Berlin Professor 
the enormousness of the contribution exacted. “It was,” says he, 
“from a political point of view that this payment was imposed; 


* It may be useful to reproduce here the statements given in the Almanach de Gotha for 
1875, p. 342, and let the reader compare them. 


Recerrts AND DisBURSEMENTS ON ACCOUNT OF THE FRENCH WaR-FINE. 
Receipts. Marks. 
. Paid by the city of Paris, 200,000,000 francs 160,517,595 


. Paid by France, interest included, 5,301,191,959 francs 41249.9535577 
. Taxes imposed and received in France during the war 52,182,650 


41453,653,822 
Disbursements. arg 
. War Expenses paid by Imperial Exchequer 219,397,221 
Sundry indemnities 135,900,000 
Funds for invalids 


. Re-establishment of the Army: 
Imperial Treasury for the war 120,000,000 
Sundry restorations isi «++ 126,482,850 
Reconstruction German forts dah «++ 216,000,000 
Increase of Navy 95,849,670 


745» 109,322 


558,332,520 
. Expenses of Administration 84,188,157 on 
Cost of Parliament Palace.... 24,000,000 
—— 108,188,157 

. Alsace-Lorraine Railway 260,000,000 
Guillaume-Luxembourg Railway 171,617,661 _ 
ie ; ————_ 4431.617,661 
. Distributed to the Confederation of the North and among the Southern States... 2,391,008,943 


41453,653,822 
In thalers, 1,484,551,274—77ans. 
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it is from a political point of view that it should be judged; and 
even if the available resources of France had failed, such would 
have been the result of the German intention, an intention thor- 
oughly justified: eine berechtigte deutsche absicht.” We are not 
criticising, we are quoting; and we confine ourselves to translating 
faithfully the expression of the German purpose. 


VII. 


We have thus succinctly given the figures which permit us to 
comprehend with a glance the various purposes to which the 
War-Fine was applied. Dazed by the colossal amount of the 
sums she received, Germany believed that in them she had found 
Wealth. She also thought that she had discovered a remedy for 
the economical distemper which hindered her productive develop- 
ment. Even when the material fruits of victory are not absorbed 
chiefly in unproductive expenses of new armaments and _ bounties 
bestowed, there are certain laws of distribution which forbid a 
violent displacement of the elements of wealth from producing the 
same happy results as are wrought by the more tardy conquests 
of labor. Without wishing to compare the actual condition of 
Germany with that of Spain when the gold of Peru seemed to have 
yielded her prodigious riches, we must not forget that the precious 
metals merely slip through the fingers of the conqueror who 
knows not how to convert them into elements of labor. 


Gold and silver exercise in social economy quite a different 
influence from that attributed to them by the common prejudice. 
Their value is not in their accumulation, but in the relations which 
are established between them and the whole production, and the 
transactions to which they serve as a common measure and as 
means of barter. In former times it was permitted to boast of 
seizing by arms what one disdained to gain by labor. Other ideas 
prevail nowadays. We are more inclined to work than to fight; 
better prepared for peace which fertilizes, than for war which 
destroys and sweeps away riches already garnered. 


The past few years have permitted the study in living facts of 
consequences which might have been contemned if they had been 
taught as merely theoretical deductions. The spectacle offered by 
France and Germany, in the midst of the griefs which attend it, 
should serve to prove and affirm this consoling truth, that political 
economy cannot be separated from moral ideas. The sword does 
not cut alone the questions of production and wealth, and the 
most precious spoils suddenly transported from one country into 
another, feed its pride rather than its creative power. 


It would be mere exaggeration to pretend that the speedy pay- 
ment of five milliards and a-half by France to Germany has not 
diminished the wealth of the former and augmented that of the 
latter. But the calamities caused by war are soon repaired when 
the source from which flows the annual revenue of nations is not 
exhausted, while a sudden increase of riches is far from profiting 
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proportionally to the mass levied in comparison with the steady 
requisitions of daily labor. It is with States as with individuals ; 
the bloody games of force rarely succeed better than games of 
chance. 


The component parts of the economical mechanism of our social 
system are so closely interlocked that they can not be deranged 
without perilous shocks. Time, it is said, respects nothing which 
it originates, and the action of time always fills a great part in 
human affairs. It is not everything to become on a sudden the 
master of vast disposable capital; one should be prepared to em- 
ploy it, and also to avert the dangerous consequences attendant 
upon every hasty disturbance in the equilibrium of wealth. 

Only by old dogmas, henceforth proscribed by the process of 
science and civilization, can be upheld the notion that the payment of 
five milliards and a-half must be the cause of hopeless ruin to the 
vanquished and of permanent abundance to the victor. The 
natural progress and dimensions of the wealth of nations are better 
understood to-day. Five milliards and a-half! The figure is enor- 
mous, but it answers merely to the fourth part of the yearly revenue 
of our people, and to the third of that procured every year by the 
productive forces of Germany. Add also, that, thanks to the power 
of credit, such a payment is distributed over a considerable num- 
ber of years, to be removed by installments successively paid by 
taxation. This load is onerous, one which will for a long period 
come home to the country, which we must continue to feel after 
having adjusted our accounts with the foreigner, for the debt we 
contracted. will exist in another shape. But liberation by payment 
of lump-sums, which would have encountered insurmountable 
obstacles at epochs not very remote from our own, was thus accom- 
plished without the sufferings thereby caused being manifested to 
the full extent of the sacrifices undergone. Herein is the explana- 
tion why France, which lost a considerable part of its foreign 
investments, and which must submit to a serious addition to its 
taxes, does not seem as much impoverished as if she had wit- 
nessed the disappearance in the same proportion of her productive 
capital. 

On the other hand, Germany, which received immense sums, 
could only employ them in the long run, beholding them in the 
meanwhile converted to uses which in no respect contributed to 
her material prosperity. 

The war paid for itself, according to the ancient maxim, more 
than surpassed in this instance; it has also replenished the reserves 
and armaments of all kinds intended to fortify the military strength 
of Germany; but the portion used in increasing her economical 
power was limited. The German Empire profited by the French 
War-payment to avoid new taxes at the beginning. It did not 
succeed in lessening those already existing. From this year it is 
compelled to resort to new taxes in order to preserve the equi- 
librium of its budget. Thus, it was less enriched than we had 
been led to expect. 
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Nor is this all. The favorable effects diminish, after an exact 
examination from a politico-economic stand-point, whilst the inju- 
rious consequences quite balance them in virtue of the natural 
laws of exchange and circulation. In regard to this we shall 
endeavor to present a statement of the profits really obtained and 
the mischiefs suffered. 


VIII. 


The most important benefit to Germany, as Mr. Séetbeer shows, 
was, that she was thereby enabled to pursue her work of converting 
her circulating medium from silver into gold. We are not amongst 
those who extol the benefits of this change, rendered possible only 
by the successes of the war. Nearly a milliard of French gold, 
not all, however, exported by us, was used in the coinage of 
marks of the Empire. ‘The solidity of the metallic currency is 
increased, which is a serious gain, much greater and less open to 
question than that of confining to one metal the faculty of effect- 
ing legal payments. Whether the instrument of a circulating 
medium be gold or silver, the important matter is to have them 
in quantities sufficient to establish solidly the metallic mechanism. 
Germany has constructed hers at a heavy price. She could afford 
the luxury, and she has the machine which saves the greatest 
amount of time and trouble. Dr. Wagner dwells upon the advan- 
tages obtained by the Empire in having the more potent metal- 
lic mechanism. But this mechanism, formed entirely of gold, 
is more costly. It has neither the elasticity nor the regularity of 
a joint use of silver and gold, and Dr. Wagner has not under- 
rated the service which the double lawful money rendered to 
France, especially during the late complications. He characterizes 
its influential assistance to us as Zinfluss der Doppelwdhrung, the 
influence of twofold moneys. 


More gold than silver must be employed, for the complement 
furnished by small notes less than 125 francs (100 marks) will 
disappear the moment that sort of paper money, employed almost 
exclusively in transactions of the home markets, is withdrawn 
from circulation. Germany drew from the war-contribution the 
means of executing a daring resolve, which, without that assist- 
ance, would have put upon her an intolerable yoke. Had not the 
Empire pocketed our War-Fine, how could it have kept stagnant 
during the period of coinage such a capital, which it still keeps in 
hand ?—for she was then in dread of seeing exported a large part 
of this new capital, of which the raw material was composed of 
our 20-franc pieces, of fréderics, of gold crowns, of English sover- 
eigns, and of ingots. 

As to the folitico-economic utility of this metallic transformation, it 
remains, to say the least, doubtful, for the German market begins 
to feel a more decided influence exercised on the fluctuations and 
rise in discount by the exclusive use of gold as the circulating 
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medium.* That most tenacious partisan of gold-money, Mr. Séet- 
beer,t admits “that the monetary reform, for which he has per- 
‘sonally labored so actively, would have been scarcely practicable 
‘without the unhoped-for assistance of the pecuniary fine inflicted 
‘on France. This reform would be still in its early experiences. 
Without the proceeds of successful war, we could have neither 
procured the raw material nor borne the expenses. Legislation 
would have been driven, even under the most auspicious circum- 
stances, to the necessity of maintaining the double standard for 
lawful money.” 


This avowal deserves to be noted, whilst the love of system is 
endeavoring to launch us in the perilous experiment of demone- 
tizing silver. Mr. Sdetbeer himself recognizes that the prospect of 
a resumption of specie payments does not permit us to think seri- 
ously of essaying a radical reform, which, after all, rests upon a 
theory by no means thoroughly tested in experience. And this 
learned writer has, in another passage,f exposed what a precious 
resource in the payment of the War-Fine we possessed in the use 
of both metals as lawful money. 


If to this monetary reform we add the acquisition and extension 
of the Alsace-Lorraine railways, and the improvements of the 
Guillaume-Luxembourg, we have quite fairly stated the account 
of the real productiveness to Germany of its conquest. It makes 
rather a poor return, and does not greatly augment the permanent 
receipts of the Empire. 


IX. 


Let us now examine another application of the War-Fine ac- 
quired by Germany, in regard to which we accept only partially 
the opinions of Dr. Wagner. 


We think, with him, that the appreciation of the differences 
between the import and export of products, from the point of 
view of the old balance of trade, is erroneous. Without dwelling 
upon the influence exercised nowadays in the settlement of inter- 
national business by a new element, the security (titre), it has 
‘been remarked for some time past, that if the Custom-House tables 
were more exactly made up, the imports should always exceed the 
exports, for the former arrive always in the country charged with 
expenses of transport and insurance, which the latter must add to 
their cost before being exchanged, products against products, in 
the foreign markets. Add also the profits of the merchant and 
ship-owner, and also an element which existed, but of which the 
importance is greatly increased in our day, the dividends and 
interests received from investments made abroad. 


The customs returns, therefore, give no longer an accurate idea 
of commercial relations. When they announce to us an excess of 


*As these pages are passing through the press, April 2, we have the London telegram of 
yesterday that a “financial crisis was feared at Berlin. Twenty-eight failures and two suicides 
from financial reverses. Settlements effected with great difficulty.” —77ans. 


t Séetbeer, 28-29 t Sdetbeer, 14-16. 





1875.] THE FRENCH WAR FINE. 869 


exports over imports, we are not to congratulate ourselves on it, 
unless we know that a notable part of these products sent abroad are 
converted into investments, or decidedly influence the return of the 
precious metals to us for them. It is in this fashion that we explain 
our excess of exports of 510 millions in 1872 and 1873. This excess 
paved the way for the enormous surplus of gold and silver, which, 
after deducting the consignments of those metals to foreign coun- 
tries, figured for the first ten months of 1874 at 700 millions. 
These 700 millions enabled us to reconstitute our metallic stock. 
But it was not from this quarter that we obtained our means of 
liberation. From 1827 to 1873 the excess of our exports of mer- 
chandise was 3,597 millions, and the excess of our import of 
specie was 6,192 millions. If, as was the case fifty years ago, 
there were no other international transactions than those which 
terminated in a settlement in goods and the purchase of specie, 
this favorable balance of gold and silver would by no means suf- 
fice to satisfy us. We much prefer the situation of England, which 
presents an incomprehensible phenomenon to the eyes of the par- 
tisans of the mercantile doctrine. In fact, the excess of imports 
was for fifteen years, 1847-1873, about 800 million pounds ster- 
ling, or 20 milliards of francs, which gives an average of more 
than 1,300 millions a year. In 1834 the excess of imports was, 
for that year, 24 million pounds (600 million francs), whilst in 
1873 it rose to 60 million pounds (1 milliard and a-half of francs), 
and England, instead of being ruined, is vastly enriched. 


Up to this point we agree with Dr. Wagner in the idea which 
he upholds, but we cannot help regarding as premature his exulta- 
tion over the rapid expansion of the merchandise imported into 
Germany. The traffic of Germany with England has grown from 
four million pounds (100 million francs) to 10 million pounds (250 
million francs), and it is not instruments of labor which make good 
the difference, but objects of consumption. This means two things 
—a larger life and an increased cost of existence, thanks to the 
War-Fine! Dr. Wagner rejoices in it! He is delighted to have 
the Germans live more freely after having fasted for ages. But 
these new and lavish ways do not meet with a like approval from 
another economist, Mr. Sdetbeer. This gentleman perfectly under- 
stands that the frugality of the French is one of the chief sources 
of our prosperity. It advances, escorted by the spirit of foresight 
and thrift, whilst the other loses ground in Germany. 


Moreover, this suddenly increased influx of foreign productions 
clearly shows a great rise in prices in the German markets, and 
this rise is due to an augmented demand, a demand aroused by 
the milliards of the War-Fine, and not altogether unaffected by the 
decline in the purchasing power of the metals. When this influx 
does not represent the counterpart of results of labor, and is only 
derived from a sudden displacement, we may do our best, but it 
cannot find channels of circulation prepared to receive it, and 
must produce a plethora which causes a forced exportation of 
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gold.* There is no other way of keeping it at home except 
“tightening the screws of discount”—that is to say, in raising the 
rates at which capital is loaned. Germany has imported much 
more than she has exported, because she could pay more, but she 
has also had to face dearer prices for everything. Although she 
has not as yet to impose new taxes, nevertheless this rise in 
prices has exercised the same pressure upon the population. The 
war-expenses, it is true, have been cast upon us, but we must not 
forget the disturbance created in all the German industries by the 
departure of the army of invasion, drawn chiefly from the fields 
-and workshops. German labor could not escape without injury, 
and the new conditions through which it is passing do not seem 
of a nature to restore its prosperity. 


X. 


Dr. Wagner dilates with much complacency on the advantages 
which he discovers in the new distribution of riches among the 
peoples, and among the divers fractions of the population. Nev- 
ertheless, the natural laws of political economy are not to be vio- 
lated with impunity. They never fail to punish an infraction to 
which they have been subjected. This revolution has been accom- 
plished to the benefit of the laboring classes, says Dr. Wagner, 
and he invokes as a proof the general rise in wages. He does 
not sufficiently consider the greater dearness which offsets the nom- 
inal increase in the pay of workmen. He omits also to point 
out the effects of a displacement of population, of which more and 
more are attracted to the cities. High rents have become a gen- 
uine public calamity in Germany, much amplified by the secondary 
effects of the triumph achieved and the ransom garnered. Admit 
that the rise in wages exceeds the rise in prices, and that a profit 
is left to the workman, yet it does not do to concentrate our 
attention on the merely material side of these questions. To form 
a solid and complete judgment, we must also study them in their 
moral bearings. 


How have the workmen used this relative elevation of wages? 
Has it been in feeding ephemeral desires and perilous seductions ? 
or in permanently improving their condition to their own advan- 
tage and that of their country? The dangers of the semblance 
of wealth suddenly acquired are not less for nations than for indi- 
viduals. Let us leave the vulgar to swagger over booty, but for 
ourselves never forget that morality is always in harmony with the 
truest development of strength, that which is derived from greater 
labor and persistent, steady thrift. It is not sufficient for man that 
he has the power to spend more freely what he gains. He must 
also be prepared to do so. 


Nor is it enough to say as Dr. Wagner: “We have bought 
more and lived better.” Have there been an increase of produc- 
*In September, 1871, the French 20-franc piece yielded at Munich-no more than g florins 


12 kreutzers, instead of 20 kreutzers. Before the war it was generally taken in the shops at 
9.30.—T rans. 
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tions and an increase of popular savings? ‘This is the question. 
Before the war, Schultze-Delitsche directed his efforts in this 
sense; but the Socialist preachers do not so understand progress. 
They call aloud to the workmen, “save not, enjoy yourselves.”* 
Therein lies the danger. ‘Higher wages unhappily induce a rela- 
tive prodigality. The anxiety for the future lessens; the springs of 
action relax. We are surprised at the easy-going way in which 
an Economist lends himself to this sad business, in thus lauding 
the compensation which he fancies acquits the hardships of the 
past by the comforts of the present. He has yielded too much to 
the material aspect of the question. It is not in this way that 
nations become great. Likewise, we should not exalt the alleged 
advantages of a new distribution of wealth among the peoples, 
when by this unexpected displacement a plethora of floating cap- 
ital is created. The rich and middle classes in Germany have 
gained nothing thereby. They have been doubly affected, both by 
the rise in prices and the temptation to offset it by means of 
some quick profit gained by a clever stroke. Mr. Bamberger and 
Mr. Scdetbeer are of one mind as to these mischiefs which were 
inseparable from a prompt realization of the French ransom. 


At first Germany feared that this rich recompense of victory 
might escape her. She doubted the liquidation of such a vast 
indebtedness, and hurried the periods of payment. It would have 
been better policy not to have hastened matters so much. The 
interest of France was otherwise. She moved with as much vigor 
as skill, for her end was the prompt liberation of her territory. 
The truly able men of Germany deplored the expeditious pay- 
ment of the installments. They would have preferred that, after 
the new Empire had received a considerable sum, it should disen- 
gage the question of ulterior payments from that of the evacuation, 
and thus to permit the investment of such a great capital in a 
less precipitate fashion. The war loans were reimbursed unawares, 
and thus those who were repaid their disposable capital were com- 
pelled to reinvest again, a matter which they had not altogether fully 
considered. All those who lived upon a settled income or a fixed 
salary found themselves more or less hampered in consequence of 
the general rise in prices, a rise which disturbed the equilibrium 
between receipts and expenses in numberless households. The 
temptation to seek greater profits became more urgent. An 
impulse was given to rash undertakings. The intoxication of the 
successes obtained contributed likewise to launch many minds in 
this direction. It was shocking to witness the excessive jobbing, 
fruit of unbridled speculation, of over-speculation. 


Herein the source of that immense movement which spread 
throughout all Germany, and of which Austria experienced the 
revulsion. The crash at Vienna was contemporaneous with the 
embarrassments at Berlin and in the other money markets of the 

* One of the most singular discourses it was ever my chance to hear was from a Communard 


orator in a Belleville club. It was an amplification and parody of Doddridge’s epigram on his 
family arms, a writer and a subject of which the speaker had probably never heard.—7vans. 
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German Empire. In the midst of the unhoped-for abundance 
a dearth of resources was suddenly felt, and people wrote from 
Berlin: “What an extraordinary thing! We are exposed to a 
downright distress, as if it had been we who paid the five mill- 
iards instead of receiving them!” It was because the operations 
in progress were by no means on such an immense scale as to 
employ the capital destined to such enterprises. The Germans 
believed that they could conquer in the money-market as easily 
as in the battle-field. They paid dearly for their delusion. 


This swift transfer of capital, snatched from France, created an 
absolute deception. The resources were thought to be inexhaustible, 
whilst those which are the results of regular labor, which unceas- 
ingly renew themselves, are alone certain and life-giving. More- 
over, as we have already remarked, according to Dr. Wagner, 
who blazons the fact with pride, the War-Fine, after having been 
used to dispense with new taxes, was religiously devoted to 
strengthening the military and political power by sacrificing that 
material capital to this immaterial capital, As to the different 
classes of the German population—workmen, tradesmen, salaried 
officers, people with fixed incomes—they have profited little by 
it, even when they have not been put to losses caused by incon- 
siderate investments or changes in their modes of life. ‘Do not 
heed those,” says Franklin, “who pretend that you can grow rich 
except by labor and economy.” This advice is as good for nations 
as for individuals. 


Nothing appears to us more wholesome or more consoling, 
than this striking confirmation of the teachings of political economy 
as the result of the greatest financial experiment which the world 
has ever beheld. Henceforth, we trust, the nature and causes of 
the wealth of nations will be more generally understood. The 
experience of the last few years is but the practical application of 
the truths expounded in the great book of Adam Smith. 


Cash is not capital. It forms but a small fraction of capital,. 
more and more diminished as civilization’ is more developed, and a 
country is advanced in the way to genuine affluence and accumu- 
lated riches.* A rich country always has specie enough to do the 
work of a solid circulating medium. If it meets with a loss of 
the metals, it soon repairs the deficiency, and the equilibrium is 
re-established without any artificial efforts. 

The opposite principle to this is not less thoroughly demon- 
strated. A superabundance of the precious metals, far from bene- 
fiting, is detrimental, for it produces a general rise in prices and 
provokes a necessary efflux of the superfluity. “France will be 
hopelessly ruined by the payment of five milliards and a-half, for 
the stock of specie does not exceed that sum! Germany will go 
ahead of all other States; for, after receiving the War-Fine, she 
will have in hand a greater mass of gold than they do!” Such 


*See Principes de la Science Sociale, par Henry C. Carey. Paris, 1861. i. 175, etc. See 
also Social Science, by Robert E. Thompson. Philadelphia, 1875, p. 158. 
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was the cry of joy and alarm which sounded on all sides, propa- 
gated by the persistence of ancient prejudices. 


These anticipations have been disappointed in both ways. Five 
milliards and a-half of ransom do not mean five milliards and a-half 
paid in specie. France liberated herself in appearance, if not in 
teality, without having to disburse temporarily the sixth part of that 
sum in hard money, and she promptly regained the part thus sent 
abroad. On the other hand, if these milliards in gold had come 
to hand in all their plenitude, what could Germany have done 
with them? To use them as a circulating medium, it would have 
been necessary that production and exchanges should have been 
tripled. The general market of the world would have been 
completely upset by keeping them as dead treasure, and so 
creating an artificial void. Besides which, the first principle of 
good political finance would have been violated, which consists in 
making all securities productive. Capital, well employed, should 
be an incentive to labor, and should stimulate the creation of new 
wealths, at the same time that it is recompensed by a fraction ot 
this general increase in riches. 


But Germany was not ready either for such an excessive exten- 
sion of the circulating medium or for the home use of such a vast 
capital. It is not to be denied, that the insatiable demands of 
the new armaments simplified to a great degree the problem by 
absorbing huge sums. What was over was needed for rapidly 
increased expenses, the consumption of foreign products, the trans- 
formation of the metallic machinery in substituting gold for silver, 
and the consequences of a general rise of prices. The remainder 
was applied to the repayment of the debts incurred for the war 
preparations. This repayment furnished fuel for an excessive and 
disorderly speculation, and tempted to rash undertakings. 


As to the taxes. No serious alleviation has been attempted, and 
even the hope of avoiding an increase has proved false. At the 
moment of penning these lines the German Parliament is occupied 
in finding indispensable budgetary resources. Germany has been 
substituted, but for a sum which it is needless to exaggerate, in the 
place of France, to the benefit of certain dividends derived from 
investments in foreign funds. Those countries which were in this 
fashion our tributaries, have become, for what we have alienated, 
the tributaries of Germany; but the revenue thus yielded bears 
but a small proportion to our whole national income. 

As to our recent emissions of Rentfes. They have obeyed the law 
of which we have before spoken, and nearly the whole of them 
have returned to the country of their origin. Our resources, raised 
by taxes to meet the payment of our interest money, are thus 
made to furnish an income to our fellow-citizens. Dr. Wagner 
notes this fact as a new element of trouble as to the distribution 


* It would do no harm if the people at Washington would consider these observations in 
enetien with our Sinking Fund and the present condition of the Gold and Labor markets.— 
vans. 
57 
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of wealth among the different portions of the French people. The 
increase of taxation contributes, he thinks, to enrich the rich and 
impoverish the poor; and he bodes ill from it for the future of our 
social peace. Here, likewise, his opinions repose upon incomplete 
data, but we should not fail to profit by the wholesome warning. 
What is true is, that we should endeavor to avoid adding to the 
mass of taxation, and show ourselves less impatient for a prompt 
extinction of the public debt, and thereby a weakening of our most 
solid support, a prosperous productiveness.* Nothing is more deli- 
cate than this matter of redeeming a Renfe. It is not with States 
as with individuals, and we should not blindly act on the maxim, 
“Who pays his debts, enriches himself.” The application of this 
dictum is true in so far only as the sources of future wealth are 
not exhausted. 


We are told: “ Your liquidation was only apparent. It looks 
well enough on paper, but you must measure things in their truth. 
You did not pay in hard money, but by a mass of different sorts 
of indebtedness which are not wiped out by being transformed.” 
We admit the correctness of these assertions. Nevertheless we do 
not find in them a subject for bitter complaint, nor a motive for 
exaggerated apprehensions, when we consider the painful situation 
in which we were placed. 


The German economists have shown a healthy appreciation of 
the situation, when they say that the creditor has profited less 
than the debtor has suffered. Mr. Louis Bamberger, a deputy to 
the Reichstag at Berlin, says, very justly,* that the politico-eco- 
nomic law which prevented Germany from enriching herself too 
rapidly, equally protected France from a too speedy diminution of 
her wealth. It is true, that the liquidation of our War-Fine has 
been in a great measure only apparent. Such a colossal operation 
requires more time for its execution, and the transfer of resources 
must be accomplished little by little to avoid new evils. If the 
payment was in fact for its larger part only supposititious in this 
sense, that it leaves a future burthen, which to-day merely figures 
on paper but which must be met hereafter, instead of an imme- 
diate transfer of active capital, is it not clear that the effect was 
to better our situation? We do not in the least risk deluding 
ourselves about the losses we have met with because we did 
not pay on presentation of the bill for our warlike fooleries, but 
shared their cost with generations to come. No. No such delu- 
sion is possible. Alsace and Lorraine are there to forbid our for- 
getting too easily the past. But in profiting by the credit justly 
enjoyed, because of the fidelity with which France has fulfilled her 
engagements, we obtain a delay necessary to avoid impairing our 
productive forces. Hence the result, that the debtor seems less 
embarrassed to meet its obligations than the creditor to find profit- 
able uses for the ransom-money thus obtained. 


The transmission of credit values and bills of exchange have 
wonderfully diminished the shock. It enlarged the limits within 


* Die fiinf milliarden, 16. 
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which a void in the circulating medium would have occurred 
on the one side, whilst an excess would have raged on the other. 
The mechanism of the circulating medium obeys to-day throughout 
the world a law of inexorable solidarity, not unlike that taught us 
by the phenomenon of the circulation of the blood. When there 
is too great an accumulation of the vital fluid somewhere, there 
is danger; the extremities suffer; and we must apply ourselves to 
combating these great dangers by effecting a transfusion of it. So 
were we required to manage as to also allow hard money to con- 
tinue its office in the different money markets whilst awaiting the 
payments of the installments. Our Treasury provided for it per- 
fectly by organizing abroad reserves of funds, the proceeds of the 
payments on account of the Loan, and in investing these funds 
to await the successive epochs of the liquidation of the debt. Not 
only did we not lose the interest on considerable amounts, but, 
what is more important, by keeping them occupied in business 
we contributed toward maintaining the regular action of the wheel- 
works of production. In facilitating the subscription to the Loan 
in foreign lands, and in combining with this guaranty of the sub- 
scription our operations of exchange, we prepared abundant ele- 
ments for our settlement, without causing any serious disturbance 
in the general market. By these different proceedings, the resources 
of the portfolio of exchange were increased, a natural result of 
international operations. , 


When Mr. Léon Say tells us that the theory of this vast tran- 
saction—the transfer of such a mass of securities from one country 
to another, in such a short space of time, without a serious crisis 
—is, in a measure, beyond his reach, he is too modest, for he has 
shown us in his efort how this mutation was accomplished. He 
has made it readable in the character of those business transac- 
tions which supplied the bulk of the bills of exchange. In this enor- 
mous pile of 120 millions of multiform values, all kinds meet, all 
kinds are seethed together; sales of merchandise, bank-credits, 
debts collected in the form of coupons, profits in the purchases of 
foreign rentes, shares and bonds, and, we may not deny it, the 
negotiations without collaterals and the impetus of a compulsory 
circulation, considerable in amount but fortunately limited as to 
time. It is thus that what seemed impossible was realized, and 
the new power of Credit and Exchange was prodigiously shown in 
aiding us to escape from an apparently desperate situation. 

Let us beware of despising or forgetting the true lessons taught 
by this great political and financial complication. They enforce 
the wholesome doctrines of Political Economy. They demonstrate 
the triumphant strength of labor, of thrift, of a solid mechanism in 
the circulating medium. There, and there only, are to be found 
the genuine sources of national prosperity, and it is good as well 
as healthful to learn, also, that it is not so easy to enrich ourselves 
by despoiling our neighbor. 
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BANK RESERVES. 


BY JOHN B. HOWE. 


Banking reserve is the great question of the day for bankers 
and depositors as well, although to those who agree with Mr. 
Bonamy Price, the leading authority in favor of light reserves, it 
may seem unimportant, or at least subordinate. 


But I believe the question to be a very important one, especially 
to the United States and England. 

Considered by itself, it is perhaps unimportant whether banker 
A, in the midst of a crisis, has a large or small reserve of coin, 
if he has the best line of discounts the market affords; and it is 
immaterial, considered by itself, whether the Bank of England 
gains or loses a million or more of gold, so far as the gold is 
wanted by its customers, either to keep or to circulate. Mr 
Price affirms, and with truth, that there is and can be no such 
thing as inflation of a currency, and consequently there can be 
none of deposits. The true reason of this is, that the average 
of prices must rise or fall with the average volume of currency, 
and under a specie standard, deposits, that is to say, funds on 
deposit, always must be equal to gold, and if any bank notes are 
not so, the difference is shown in depreciation. Demonstration ot 
this truth is afforded by the fact that a dollar deposited in’ bank 
and a one-dollar bank-note have an equal purchasing power with a 
dollar in gold. Whether and how far general prices, or prices 
throughout the commercial world, are higher in consequence of 
bank-notes and bank deposits being employed instead of gold and 
silver, is entirely another question. 

The grand fallacy of Mr. Price consists, I think, in the view 
he takes of banking. 

He affirms that a bank does not deal in money at all. I affirm, 
on the contrary, that it deals in nothing else. From his premises 
he argues logically that the amount of a reserve is a subordinate 
and comparatively unimportant question, and that to keep a large 
reserve is an extravagant waste of capital. As part of his proof, 
he cites the tact—which for the purposes of the argument I am 
willing to assume as a law—that out of payments equaling £ 19,000,000, 
the cash payments were one part in thirty-three, and coin only 
one-half of one per cent. Hence his inference, which I deem 
unwarranted, that as to thirty-two out of the thirty-three parts, 
the bank is an “institution for the transfer of debts.” This 
undoubtedly is one vesu/t of banking transactions. After the clear- 
ing, the volume of deposits in a bank may continue the same, or 
be greater or less than before, and in each case there is a change 
in the credits of its depositors, and new depositors may appear on 
the books. 
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All this, however, has been effected not dy, but through checks. 
The check is only an instrument; the means and not the end. 
The wind raises the kite, not the kite the wind. A bank is some- 
thing more than a broker’s office, and the mistake in supposing it 
to be a broker’s office, lies in assuming the process to be the 
result, ignoring the result altogether. The process is not the pay- 
ment by a check, but transferring, through the instrumentality of a 
check, a certain amount of money, being, or assumed to be, in 
the hands of a banker. It is nothing to the purpose of showing 
the function of a banker to be that of a broker in such cases, 
that he has not cash enough on hand to pay all demands at the 
same time. The transfer is deemed and taken to be, and therefore 
operates like the payment of so much coin, and is labor-saving 
machinery, by which the handling of the coin is rendered unneces- 
sary. The amount thus transferred in bank is a substitute for so 
much coin in the hands of the holder, and an auxiliary to the cir- 
culation. A bank deals in money and in nothing else, because 
the thirty-two out of thirty-three parts of its payments and receipts 
are deemed and taken as money, and the results are the same as 
they would be if in all cases coin were paid out and deposited— 
receipts and payments nearly balancing each other. This credit 
in bank has the same purchasing power as gold, and is as diffi- 
cult to obtain under any sound system of banking. The only 
brokerage in this is that of paying debts for third parties, by 
receiving and paying theirmoney. The banker says to the parties: 
Employ me to receive and pay your money, and I will, if your 
credit is good, and the paper sound, occasionally discount your 
note or bill, if you require it; and in carrying out this pledge, 
expressed or implied, lies much of the danger of banking. 

An increase of bills and notes arising out of legitimate trade 
does not necessarily imply an increase of deposits, because sales 
equal purchases, and there is no “carrying” for speculative pur- 
poses. Deposits may be unduly increased, or the reserve depleted, 
by accommodations to parties to enable them to buy or hold 
produce, manufactured goods, real estate or stocks for higher 
prices, which, if continued, ends only in a commercial or banking 
crisis. But in all these cases the bank deals only in money, and 
if the financial, the commercial, and the scientific world has been 
heretofore laboring under a delusion in so supposing, it is strange 
indeed. The progress from simple to more complex methods in the 
moral as well as the material world, is by gradual changes, involv- 
ing no contradiction. If a bank has not gold enough to pay all 
liabilities, there is enough outside in the hands of the community 
to cover any deficiency, and if not, then so much greater are the 
risks of banking. But it is said, that ina crisis goldis not wanted, 
and that Bank of England notes are preferred to gold, and that 
even a good reserve is no adequate protection to a banker in a 
crisis. Be it so. A good reserve is not needed merely to supply 
the demands of customers who want to draw more or less gold 
out of the bank. To be of use, it should be required rigorously 
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in all banks, and the difficulty of carrying out a regulation to this 
effect, is a strong argument in favor of one large controlling bank, 
and if that is out of the question, of a large consolidated reserve 
for all the banks, in the chief commercial center. The amount of 
such a reserve and its conservative effects will be discussed here- 
after, but this amount, whether comparatively large or small, has, 
logically, no direct relation to Mr. Price’s question: What is a 
bank, and in what does it deal? and his answer to that question, 
affirming that a bank does not deal in money, but, as a broker, 
in credit. Before discussing the question as to the amount of 
reserve, it may be necessary to say something more upon the main 
question of Mr. Price, which in other words is: What is the 
nature of deposits so called, or funds in bank? The discussion 
of this question involves every financial question of the day, and 
its vast importance is shown by the inference Mr. Price draws 
from his premises—that the question of large or small reserve has 
nothing to do with sound banking, and that low reserves, on the 
whole, are most desirable, because most economical. 


A synthesis, followed by an analysis of “deposits,” is requisite to 
show the necessity of a banking reserve, and the principles to be 
adhered to in maintaining it. 

Under a metallic currency, and before the introduction of paper 
money or banks, all the coin in any given country may be con- 
sidered as composed of a series of reserves, from the largest in the 
strong boxes of capitalists and merchants to the smallest in the 
pockets of laborers. ‘There being little inclination to borrow, and 
as little to lend, the annual gains are laid by in gold and silver; 
they are not strictly hoards, because the owners are only waiting 
for an occasion to use them, by buying or improving land, build- 
ing houses and manufactories, and perhaps investing in Govern- 
ment loans. This habit descends, and remains permanent, or 
decreases, according to circumstances. Viewing such a country, 
and being unable to assign any definite limit to this habit of 
retiring coin from the usual channels of circulation, and leaving out 
of consideration other important facts, one might be almost induced 
to believe that, after all, there was a great deal of truth in the old Mer- 
cantile Theory ; and he would then be as little out of the way as some 
theorists of the present day, who go to the very opposite extreme, 
and either insist that gold and silver may be entirely dispensed 
with or that 97 per cent of it may be retired; the remaining three 
per cent being an adequate banking reserve. In such a country, 
with a metallic currency, a monetary crisis would be brought on if 
all or a large part of the people were to suddenly change this 
habit without an apparent cause; but this would be as little likely 
to occur as the discovery of a hundred millions or more of buried 
treasure. This habit, therefore, may be regarded as a permanent 
element, or one that will change slowly, while estimating the effects 
likely to be produced by an increase in the quantity of gold and 
silver, and the number and capital of banks, whether of issue or 
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discount, throughout the commercial world. In such a country a 
commercial or monetary crisis would sooner or later occur, if a 
large sum in coin or foreign capital were introduced by means of 
a foreign loan, or a treaty, and the crisis would be simply the end 
of an ascending scale of prices, which had tempted people to make 
speculative investments, and the beginning of a descending scale. 
If very large sums had been invested in undertakings not produc- 
tive, the result might entail a loss exceeding all the gain arising 
from the foreign capital. There would be, however, no mercantile 
failures arising from an ‘nability to continue payments, and no bank 
suspensions. 


But how is the circulation of the gold and silver in this country 
carried on? Substantially as the circulation of what we call money 
in the United States is carried on. Before harvest-time the grain 
dealers deplete their coin reserves and replenish the coin reserves 
of other merchants who have bills of exchange for sale, or remit it 
to their agents or factors, whose reserves are thus replenished, only 
to replenish those of the farmers, who sooner or later empty their 
own pockets to replenish again the reserves of the retailers; and 
these again deplete their own reserves by remittances of gold or 
bills, to fill those of the merchants, by whom it is distributed to 
manufacturers, and thence to their workmen, continuing its course 
until at last it is carried back into the reserves of the grain mer- 
chants. So far as bills of exchange are used, they are merely the 
instruments by which a clearing is effected, and the transportation 
of coin saved, as in the clearing-houses of city banks. What is 
called the circulation of coin, then, is an endless series of depletions 
and repletions of reserves, whether great or small, and the “clearing 
process” is, simply allowing a given sum of coin to remain in a 
reserve, where, by a series of coin exchanges, it would be continually 
returning. There is no economizing of coin as to quantity, but only 
as to transit. Now, if any change takes place in the monetary con- 
dition, it will be to a paper currency, as in the commercial city 
of Amsterdam. The placing of a large number of private reserves 
together under the name of a bank to be managed by the banker 
for his profit, and the convenience of the depositors who deplete 
all their small reserves to form a large one, is too complex a pro- 
ceeding to follow at once upon a coin system. Paper money comes 
first, and if people have confidence in it, and it has a purchasing 
power equal to gold, it will up to a certain point continue on a 
par with coin, whether convertible into coin by redemption or not. 
it retires coin, and may very properly be called its representative, 
because as far as coin is retired paper takes its place, and when 
paper is retired coin returns. It is not a substitute for coin pre- 
cisely, because people will not place it in reserve, to be kept like 
coin, where coin can be had. This capacity of retiring coin pos- 
sessed by paper money is an important fact in monetary science, 
which has not been sufficiently studied. An essay, which embraced 
this topic among others, was composed by the writer two years 
since, but not printed. The views then expressed have been sus- 
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tained by the recent example of France; but there is one very 
important topic which M. Victor Bonnet, in his “Example of 
France,” does not refer to, and it has perhaps been overlooked by 
him as well as M. Leon Say in his report, and by other French 
writers. It is, whether general prices have risen, and how much, 
if at all, under these several issues of paper money? That paper 
money and gold may not only be on a par—even when the former 
is redeemable with the latter—and at the same time, both occa- 
sionally, and for a longer or shorter time, may possess less pur- 
chasing power than gold under normal conditions, is proved every 
time gold leaves the Bank of England, and it is proved clearly by 
our condition in 1837 and 1857, in the United States; and for 
stronger reasons it ought to be so under an inconvertible currency. 
How it has been or how it is in France is an interesting inquiry. 
Paper money if not in excess, and without banks of deposit, can 
be sustained with a small reserve, especially if kept in amounts 
always furnishing precisely the same ratio with the volume of 
paper; for it will then vary precisely as coin varies. The whole 
must vary as its several parts, and if one-quarter of it varies as 
gold, the whole must in like manner. Invariability; then, in the 
ratio of gold to paper is vastly more important than quantity. An 
invariable ratio of 15 per cent. for the National Bank circula- 
tion is, as affirmed by the writer in an essay published two years 
since, vastly better for them and the note holders than a reserve 
varying continually between 25 and 33 per cent. But it is time to 
proceed to the subject of “ Deposits.” 

The next step in our synthetical process is the beginning of the 
great and complex system of bank deposits. It begins simply by 
the act of a money lender, who, being in the habit of loaning 
money and selling bills of exchange, receives the money of other 
people to keep until they have occasion to invest it, which, per- 
haps, they will be able to do sooner than otherwise through the 
aid of the money lender. The custom grows until it reaches grand 
proportions—large enough to cover all the reserves of the trading 
and even professional classes. 


These various reserves are the reserves of coin before mentioned, 
or the bank-notes which took their place. The check comes into 
use, and performs the office, in substance, of the bill of exchange. 
It is the bill of exchange localized. It is not currency or money 
in any sense whatever. Were it to go into general circulation, it 
would be money. But it does not. It merely authorizes the trans- 
fer or payment of the amount named on its face, out of the reserve 
of the drawer to that of the payee or his order; and so long as 
the banker has the money, the drawer has the same amount of re- 
serve as he had when he kept it in his own hands, although the 
banker has loaned out three-fourths of the money. If there is but 
one bank no clearing is necessary; if more, it will be; but there is 
the same use of money in the one case as the other. Now the 
true scientific view of the matter is, that the banker has no re- 





1875.] BANK RESERVES. - 88x 


serve at all. His depositors have reserves, a part of which he, 
with their implied consent, has used; but nevertheless he will be 
able to meet the call of any one who presents himself. He is the 
mere depositary, the keeper of the reserves of other people, and the 
gold or bank-notes in his safe is a“part of their reserves, to be 
used, first, upon their call by check, and secondly, for discount to 
the extent of any excess above a fixed rate of reserve. But again, 
the banker is also to be considered, as he is, the debtor of his 
depositors ; the amounts he owes them, as shown by his books and 
their own, and transferred daily by checks which become vouchers, 
are precisely equivalent to the same amount in bank-notes, because 
they have the same purchasing power, the only essential difference 
being that the latter appear in the shape of handsomely engraved 
pieces of paper, and the former in book entry. In this point of 
view the banker may be considered as having issued currency to 
his depositors equivalent to an equal amount of bank-notes, keep- 
ing a reserve as he does for his bank-notes. In the former case 
“deposits” may be considered as an auxiliary to the circulation of 
money, by which a smaller is made to answer all the purposes of a 
larger sum, because its total purchasing power is the same; and this 
is the rigorously correct scientific view: in the latter it may be con- 
sidered as a substitute for so much in bank-notes. He who looks 
at deposits from only one point of view fails to comprehend them. 
But to render the subject of deposits more complex still, another 
element appears in the shape of credit on bank books following 
discount, where no coin or bank-notes are drawn by the customer. 
This is also a loan out of the reserve directly or indirectly. 


The whole commercial world may be considered as one country, 
composed of many provinces,—its money, with some exceptions, 
being gold and silver. The total of the latter is subject to causes 
of variation, one of which, in proportion to the mass, is too small 
to produce any appreciable effects—and that is the variation in the 
demand for articles into the manufacture of which gold and silver 
enter; and the other has been in the direction of increase for the 
last twenty-five years, through the increased production of gold and 
silver. But duly estimating the moral element, the capacity for 
retiring gold, the increase of average wants, and the consequent 
increase of commerce and its extension to new countries, and the 
enormous increase of productive property or capital corresponding 
thereto, and it is difficult to form an opinion, whether on the 
whole there has been a general increase in prices of those leading 
commodities which, for a long time past, have been in common 
use. Certain it is, however, that there has been and still is a 
strong tendency to raise the scale of expenditure by an increased use 
of the old standard commodities, and many new ones; and all this 
comes from the increase of capital or wealth. If, however, there 
has been any decrease in the purchasing power of gold and silver, 
by reason of an increase disproportionate to the increase of wealth, 
the decrease has in its process formed so small a ratio with the 
total purchasing power of gold and silver as to produce annually in 
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the commercial world but little change, except a local and tempo- 
rary one in mining countries. Moreover there is now, as compared 
with the period of 1850—twenty-five years ago—an equalization 
of prices, effected by railroads and steamships, and a large increase 
of population. .It is an axiom—certainly a demonstrated proposi- 
tion in monetary science—fhat an increase of the ratio of total 
gold and silver to total wealth must sooner or later raise, and its 
decrease lower, general prices of all exchangeable property. This 
proposition is undeniable, because if its opposite is affirmed it 
involves a contradiction of all monetary phenomena; whereas the 
proposition harmonizes with and explains them. But while this 
proposition is substantially true, it is not absolutely so. Usually, 
to enable one to sell, property must be productive, and if we could 
suppose all the capital of a country unproductive, money would 
leave it. Still further, if the ratio is true of productive property, it 
follows that it must be true of productions, and hence we shall 
have the same ratio between the total of money and the annual 
average total of production; and, therefore, each commercial coun- 
try ought to have out of the whole mass of money an amount 
proportioned to its annual production. But it has much more, 
which, as every banker knows, is not used in distributing produc- 
tions. The remainder is used in exchanging productive property, 
including such property as, though not productive, is valued as if 
it were. This remainder is fluctuating, the other portion perma- 
nent. 


The phrase “rapidity of circulation” (as used by Mill, Book 3, 
Chap. 8, p. 300) has no clear meaning. ‘The same amount of 
money is required to distribute a given amount of commodities at 
the same prices, in all cases, whether done quickly or slowly. The 
more quickly done, the less reserve required. The equilibrium of 
prices is thus maintained. This is not so material for the farmer, but 
it is vital to the merchant and banker. The loss of this equilibrium, 
when carried so far as to produce a commercial crisis, which is a 
general fall of prices, is usually through the defects of the paper- 
money and banking system, as now conducted, except in England 
and France; and even in these countries such crises occur—more 
especially in the former—not between London and the commercial 
world outside, but in London, and more or less throughout Eng- 
land, through unproductive expenditure. The Bank of England 
can never aid in causing such an expenditure, but helps to prevent 
it; still its chief office is to regulate the commerce of London 
with the commercial world, by keeping prices at the coin standard. 


A paper circulation will take care of itself so long as it is con- 
vertible, and a comparatively small reserve will keep it so, while 
there are no banks of deposit and discount. A _ steady fixed 
reserve is desirable, but the circulation can be maintained with 
one more or less variable. The loss of reserve in the shape of 
coin will distribute itself amongst private reserves, unless the varia- 
tion is large, and the paper alone will circulate, being paid out 
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instead of gold for the most part. The total amount of gold thus 
kept in private hands always amounts to a large sum, and where 
the money is mostly gold, in any country, the total will always be 
larger than where it is paper money. The total amount of gold, 
specie, notes, and deposits, in California is probably much greater 
than the total of legal-tender and bank-notes and deposits would 
be, had that State adopted our inconvertible currency. As a paper 
circulation, however, will always take care of itself, and a coin 
reserve, up to certain limits, can always be purchased by the note 
issuer, he may buy his reserve out of the first issue of notes. If he 
issues too many, they will be returned for coin, which will be 
placed in reserve, or perhaps exported. The equilibrium of prices 
being thus maintained, the disturbance arises through deposits; 
the first step of a banker is to use a portion of them in discount. 
Every dollar thus used is an expansion of the currency, and every 
dollar paid back is a contraction. If the expansion is slight and 
is neutralized by contraction within short periods of sixty or ninety 
days, an equilibrium is, on the whole, maintained; if the contrac- 
tion is less, the expansion is carried over. If he makes a loan of 
ten thousand dollars, and places proceeds to the credit of his cus- 
tomer, it is precisely the same in effect as if he had given him 
bank-notes. It is a kind of clearing, because it is leaving the bank- 
notes in the place to which they will within a short time be sent, 
and it is more convenient for the customer. If the latter obtains 
the discount for ordinary purposes, that is to say, to pay for pro- 
ductive labor, or to distribute commodities, he draws currency, or 
exchanges his bank credit for currency, which, after it has served 
the uses it was obtained for, is re-deposited, and thus increases 
deposits by that amount, making the total of deposits the same as 
if the proceeds of the loan still stood in the shape of bank credit. 
Deposits, and therefore the total of money, are expanded and 
made redundant by this amount, which is unimportant, if retired 
shortly by the payment of the customer’s loan. If, however, he 
has invested the money unproductively, viz.: as a railroad con- 
tractor, in paying for labor in the construction of a railroad for 
a railroad company, which, becoming bankrupt, bankrupts him; or 
if, in consequence of the large number of laborers employed in the 
construction of railroads, and brought from other employments and 
from foreign countries, the manufacturers produce an extra supply 
of goods, which leaves a surplus, as soon as the railroad labor 
falls off, a large expansion may be produced, as happened in 1857 
in the United States, when bankruptcy, first of the railroad com- 
panies and then of merchants and banks, followed. 


This expansion was brought on by banks outside of New York 
city, with the exception of the branch of the Ohio Life Insurance 
and Trust Company. The effect was to compel the country banks, 
or banks outside of New York, to retire the expansion by the use 
of their deposits in New York, and by redemption of notes. The 
cause of all the trouble was, building railroads ahead of other im- 
provements, to the great immediate benefit of real estate owners, 
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at the expense of bankruptcy for the projectors, the banks, and 
merchants. Another result was the inharmonious development of 
all industry. But were the banks the cause of all this? By no 
means. They were potent auxiliaries, however, from the start; 
for had they all—not a part, but all—rigorously maintained 
from 1855 to 1857 the ratio of reserve which they had in 1855, 
where would the currency to pay for this labor have come from? 
It was, in fact, borrowed out of the reserve; but had it been 
impossible to borrow from the reserve until its ratio rose above 
the starting point of 1855, the currency would have remained 
in reserve until the regular development of industry had brought 
more of the commercial world’s currency—gold, of which more 
than one-half would have gone into the bank reserve, allowing the 
banks to discount, from time to time, as the ratio increased. 
There could hardly have been a commercial crisis. So far as 
railroads, mills or ships had been built, before they were wanted 
—could the money have been procured out of the banks—there 
might be a “panic” and crisis, but not a commercial one. Under 
these rigorous conditions such a crisis would be as little likely to 
occur as in a country with a specie currency, although there was 
a reserve of only 21 per cent. to deposits and notes. A banking 
crisis might occur in a country having banks, and for the most 
part a metallic circulation, with reserve reaching 33 per cent. 
of liabilities, where the reserve had not been kept steady, as hap- 
pened in France in 1857. But can the reserve be steadily main- 
tained in a multitude of banks by their own joint action, and 
even Government supervision? Certainly not. This is proved 
monthly in London. Australian and other colonial ships arrive 
at London, with raw produce to the value of £1,000,000, to be 
distributed from the commercial world’s center. A loan out of 
reserve, in the shape of gold, bank-notes or a credit on books of 
joint-stock banks, will pay for it. The latter takes place because 
the loan is not only most readily obtained in this way, but it is 
also most convenient in kind. Now this credit is, a right to draw 
gold or notes out of the reserve, and is therefore money, because 
it passes as such. If it is not money, it is because deposits are 
not money, and the credit will have no more effect than any other 
credit in account. Mr. Mill says that what acts on prices is credit, 
no matter in what form; Mr. Bonamy Price, looking at deposits 
from one angle only, that the result is simply a balancing of debts. 
Let us test the accuracy of these opinions by the resulting phe- 
nomena. If the effect is to create on the spot £ 1,000,000 
in money for the same amount of goods, there is a redundancy, 
and it will soon be retired. The immediate consequence of the 
loan is, that the produce is purchased, and is therefore held at 
higher figures, by reason of payment being made, not of cash on 
hand, not out of the common stock, but zew money. The price 
of this produce rises, and other things begin to rise, or are held 
more firmly; and if another like purchase occurs, it is found prof- 
itable to send gold abroad, and gold is accordingly checked out 
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of reserve and exported. But perhaps there is no gold, or not 
enough, on deposit, and Bank of England notesare checked out on 
a loan, to be used, not as circulation, but as vouchers to draw gold 
from the Issue Department of the Bank of England, and the gold is 
sent abroad. Still the redundancy is not retired, and if the export 
continues, and loans are still made after the same fashion, there 
is no method of retiring it, and it may continue until a “crisis” or 
“panic” forces sales. If gold is checked out directly and exported, 
and in the meantime goods are sold to the amount of £1,000,000, 
the redundancy is immediately retired; but if not, a crisis may be 
the result, unless the Bank of England, before the time comes for 
the “crisis” to develop itself, can succeed in retiring the redun- 
dancy in time, by raising the rate of interest and forcing sales. 
The power of the Bank to accomplish this is gradually decreas- 
ing, because its capital has not increased, while that of the other 
banks has largely increased. The machine is larger, while the reg- 
ulator or governor remains the same. 


London being the world’s commercial center, vast transactions 
there take place without bank-notes, as above shown; but so far 
as respects bank loans made in London for purposes of home 
trade, every loan resulting in bank credit puts in circulation an equal 
amount of gold and bank-notes, which, when they have performed 
their office, retire into bank reserves, precisely as gold taken from 
any one reserve finally returns to it, where there are no banks. 
The bank merely economizes gold; if gold is not drawn, it is sim- 
ply to save carrying and keeping it. The phenomena are sub- 
stantially the same: the complicated machinery of banking obscures 
them. But how much reserve is necessary? Certainly more than 
three per cent. The London banks require no currency to trans- 
act outside business until gold is called for to send abroad, and, 
therefore, Sir John Lubbock’s analysis does not show the size of 
the streams of the incoming and outgoing currency required for 
home purposes. Another analysis must be made. It would be 
desirable to ascertain the ratio for the United States by reports 
from all the banks. A reserve of 20 per cent., rigidly adhered to, 
would be better than 15, simply because it would be easier to 
keep it steady. A reserve of ten per cent. might answer, but it 
would be attended with greater danger. 


(Zo be concluded in next number.) 


U. S. SuPREME CourRT DECISIONS—VIRGINIA CURRENCY.—Fritz vs. Stover, 
executor. Appeal from the Circuit Court for Virginia.—The war having ren- 
dered the currency of Virginia of no value in Pennsylvania, there was no 
authority in “an agent appointed in Virginia in April, 1361, and living in Vir- 

inia during the war, to take the Virginia currency in discharge of a debt 

ue his principal, a citizen of Pennsylvania. If it were otherwise, every 
Northern creditor of Southern men was at the mercy of the agent he had 
employed before the war, and his condition was a hard one, being prevented 
from holding intercourse with his agent for the p se of changing his instruc- 
tions, the original instructions not being applicable to a state of war. Mr. 
Justice Davis delivered the opinion. 
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OUR FINANCIAL SITUATION—THE ONLY REMEDY. 


BY ROBERT MORRIS. 


No. 6. 


It seems highly probable that a substitute must be sought, and 
at a not very distant day, for the National Bank system. It does 
not appear to meet the wants of the country. In fact, it is not 
the system that Mr. Chase originally marked out, but a perversion 
of it. In his report to Congress in the year 1862, after giving a 
general sketch of the new plan, he said: 

“The recommendations now submitted are prompted by no favor 
to excessive issues of any description of credit money. ° ® 
The Secretary recommends no mere paper-money scheme, but, 
on the contrary, a series of measures looking to a safe and grad- 
ual return to gold and silver as the only permanent basis, stand- 
ard, and measure of values recognized by the Constitution — 
between which and an irredeemable paper currency, as he believes, 
the choice is now to be made. Just as soon as victory shall 
restore peace, the ample revenue already secured by wise legisla- 
tion will enable the Government, through advantageous purchases 
of specie, to replace at once large amounts, and at no distant day 
the whole of the paper circulation by coin * * with great and 
manifest benefit to all interests.” 

Although Mr. Chase did not recommend any “mere paper- 
money scheme,” the National Bank scheme has come to be 
that, and nothing else. Nor is it easy to see what else it could 
have grown into, considering the seductive temptations which sur- 
round the pursuit of riches. The reign of paper money has never 
been so firmly rooted in the interests of the country as it is at 
this day. It is the established measure of value. The fact that 
there is no authority for its issue in the Constitution has ceased 
to be a subject of any concern with our legislators. The whole 
body of the people is reconciled to it in spite of its violation of 
the Constitution. And when we remember that the “scheme,” as 
Mr. Chase significantly characterizes it by implication, has paid 
regular dividends of five per cent. every six months, and while so 
doing has accumulated a surplus capital of over twenty-five per 
cent. in the short space of twelve years, we may cease to be sur- 
prised that its proprietors hold on to it with an iron grip. It has 
gained the favor of the rich by the fabulous profits which it has 
showered into their laps, and that of the poor by the deceptive 
duplication of their wages. With the working millions of the South 
it is the sign of liberation from slavery. Even the intelligent and 
educated traveler, who is not a stockholder in it, makes himself 
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happy with the fiction that he saves one or two per cent. discount 
on an accidental occasion once a year, when he journeys from New 
York to Chicago, totally oblivious of the ten or twenty per cent. 
that it costs him on the whole expenditure of his family in the 
shape of premium on gold! Nearly a third part of the people of 
the United States who handle “greenbacks” to-day are uncon- 
scious that the gold and silver medium ever had an existence, 
and with a large proportion of the other part the memory of it 
resembles more the shadows of a dream than a concrete reality. 


But casting aside these lighter considerations, is there no ground 
to apprehend that the licentious influences of a Legalized counterfeit 
currency may carry its pretensions so far as to demand of Con- 
gress, what in fact is already foreshadowed, that he national stand- 
ard of value shall be and consist permanently of paper money, 
and that gold shall be banished from the financial system? It is 
a proposition of moral certainty that this perilous issue advances 
upon us in the exact degree of our procrastination of direct meas- 
ures for the resumption of specie payments! The late action of 
Congress in designating the first of January, 1879, as the day 
when the legal-tender issues of the Government shall be replaced 
by coin, is looked upon in all banking circles as nothing more 
than a diverting example of what is popularly described as “bun- 
kum.” That it is so is rather creditable than otherwise to their 
intelligence, in view of the irrevocable fact that it is commerce, 
and commerce alone, that determines the level of gold in any 
country. Unfortunately, Congress has not the power by a wordy 
edict to increase our production and exports, and therefore we may 
confidently look for nothing else than the reflux of the precious 
metals to our great financial mistress, England, as rapidly as our 
Treasury may succeed in pumping up their level to the specie- 
paying point! There is no other possible issue to the scheme of 
Messrs. Sherman, Bristow & Co. within the code of Nature’s laws. 


It is not only our material or economical success that is at 
stake in this great pending issue, but our moral nationality—our 
moral rectitude and power of coherence as a people. With such 
an element of corruption at the base of our affairs, enveloping our 
daily life, infusing itself in every fiber of our national and spiritual 
organization, our march of social development must be backward 
toward a state of chaos and dissolution, instead of forward in the 
career of enlightened progress. 


I present the plan of a National Bank, therefore, as the chief 
corner-stone of a general reorganization of our National life. Let 
it be constituted the fiscal agent of the Government, and the per- 
petual stream of gold that comes to us through the customs will 
give it the means of maintaining its own issues at the par of specie, 
and it may at the same time be made the instrument of retiring 
the mass of paper circulation, and gradually substituting a sound 
convertible medium in its place. It would be no more than just 
—no more than returning to the people their own—to make the 
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surplus fund of the National Bank system, which has been gathered 
Srom the people, pay the cost of restoring our currency to a sound 
condition. But it is by no means a foregone matter that any loss 
would be inflicted on the stockholders of the system. On the 
contrary, it is at least as likely that the conversion of their capital 
into the capital of a National Bank, would save them from a final 
loss, which is sure to come sooner or later, and to be the greater 
the longer the conversion is deferred. 


I do not doubt that the proposition to establish a bank with a 
' capital of five hundred million dollars may appear to many very 
extravagant. But we have no choice as to the amount of capital. 
That is already fixed, already incorporated, already in active em- 
ployment, as the unexampled profits of the system demonstrate. 
It is conversion only that we propose, not enlargement of our 
present banking capital, for which there is certainly no necessity. 
Nor is it at all probable that the new institution would be un- 
wieldy, divided into thirty or forty branches, as it would be, for 
the proper service of our rapidly growing, and yet undeveloped, 
country. In any event, it would be a more manageable mass un- 
der the experienced hands of a Board of Direction of fifty or one 
hundred responsible men, than under the control of forty or sixty 
thousand random managers whose first idea is not the ation at 
Zarge, but SELF. 


FINANCIAL ENGINEERING AT HOME AND ABROAD. 
No. 1. 


In the great sandy plains which stretch between the Rocky 
Mountains and the Sierra Nevada, the irrepressible enterprise of 
American engineers has projected and partly established a grand 
system of irngation by which supplies of water can be brought 
in canals from distant rivers and distributed as a means of culture. 
In this beneficent system of canals and reservoirs, giving fertility 
to whatever connects itself with them, we see a counterpart of 
the money market. The money market is a vast reservoir of 
floating capital, and its fertilizing powers reach to every part of 
the country, causing activity and developing growth wherever its 
plenteous streams are carried. One of the characteristics of the age 
in which we live is the amazing accumulation and rapid increase 
of monetary capital. The aggregate savings of England, Ger- 
many, France, and the United States, pour into this monetary 
reservoir more than a thousand millions of dollars every year. 
These new additions to the floating capital of the world have to 
find investment, and the process by which the streams of capital 
are reached and turned on from the great reservoir so as to supply 
the competing applicants for it, is called “financial engineering.” 


These competing outlets for the available capital which is await- 
ing investment in the money market are very numerous, and their 
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claims are of the widest possible degrees of merit. It is not there- 
fore surprising that the process of financial engineering has been 
brought to a considerable pitch of perfection; first, because the 
rewards of success are sometimes very large, and secondly, because 
the keenest and most astute minds in the community are by this 
and other circumstances attracted toward this employment. More- 
over, it has been found that the rewards of success were often in 
the inverse ratio of the merit of the enterprises, and unscrupulous 
financiers have been tempted to depend rather on their own adroit- 
ness than on the substantial value of the securities they offered to 
the public. There are thus two great departments of financial 
engineering, and here, as elsewhere, Adam Smith’s great principle 
of the division of employments has exhibited itself. In Eng- 
land the gentlemen whom we designate financial engineers are 
often styled “ promoters,” in France they are said to practice “/a 
haute Finance,” while here they have no specific name, but are lost 
in the general crowd of speculators, capitalists, operators and advent- 
urers who abound in Wall street and in other chief financial cen- 
ters. Perhaps the best description of one of the peculiar functions 
of the lower class of financial engineers was given some years ago 
by Mr. Jay Gould during the great Erie contest in 1868, when 
he first claimed prominence in the front rank of our railroad mag- 
nates. Defending the issue of Erie shares which was made by 
Gould and his friends to defeat Vanderbilt and to prevent his getting 
possession of the Erie railway, one of Mr. Gould’s intimate friends 
said substantially this: “Wall street will operate in shares; and 
material for such operations will be supplied by somebody. Erie 
shares are greedily welcomed by the gymnasts of the Stock Ex- 
change here and in London. Such securities can be manufactured 
at the trifling cost of paper and printing, and the Erie Company, 
wanting money, determined, on an emergency, and to defeat the 
great Vanderbilt monopoly, to raise money by supplying this great 
pressing demand for Erie shares for the use of those who wanted 
them for use as a foot-ball in Wall street and Capel Court.” 

Now this is one of the best descriptions we remember of the 
peculiarity of this class of professional men. They operate in 
cliques and supply material for speculators in the shape of securities ; 
whether sound or unsound is not the question, provided only the 
securities will sell so as to leave a profit to the clique who man- 
ufacture and vend them. Of course this frank and graphic sketcu 
of the work of a financial engineer applies only to the most dis- 
reputable class, and it is gratifying to find that Mr. Jay Gould, 
and many other men formerly ranked, justly or unjustly, in this 
class, have been taking special pains for some time past to remove 
from their reputation any such reproach. 

Our purpose in the series of papers of which this is the first, is 
not so much to select any particular schemes for reprobation as to 
illustrate the advantages and evils by which the great processes of 
financial engineering here and abroad have been distinguished. The 
following paper, as we explain in a note, is from an English source, 
and might be called the “Confessions of a Financial Engineer ” : 
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Sonre important business obliged me, not long ago, to reside for 
a time at a French sea-port, which I shall call Dockville.* When 
Paterfamilias is traveling alone, and when his sojourn at the place 
he is stopping at may any day be brought to an end, it is hardly 
worth while to engage lodgings or apartments, and so I contrived, 
day after day and week after week, to live at the hotel to which 
I had first gone from the railway station. I was not very uncom- 
fortable, less so, indeed, than generally falls to the lot of those 
who, having to come to a town at which they expected to remain 
a fortnight at the utmost, have been detained for nearly two 
months. Indeed, my prolonged stay at the “Hotel Imperial” 
rather increased my comforts than otherwise. I made it a rule to 
pay my bill for the past week every Monday morning, notwith- 
standing the protests of the head of the establishment that Monsieur 
(myself) would not mind such a trifle, that when I went away 
(which he hoped would not be for a long time yet) would be 
quite soon enough for Monsieur to give himself the trouble, and 
so forth. But I could see that, in spite of his declarations to the 
contrary, my worthy host rather rejoiced than otherwise at my 
punctual payments, and that my “respectability” in his eyes was 
greatly increased thereby. 


It is a curious fact that, notwithstanding his great volubility and 
seeming openness of character, a Frenchman requires a much 
longer acquaintance than an American or an Englishman before he 
becomes communicative respecting his own affairs. The popular 
notion respecting the two countries is exactly the reverse of this. 
But an experience, extending over many years, with our neighbors 
across the Channel, has taught me that they, beyond all things, 
are cautious and silent respecting money and business matters; 
whereas, with our own countrymen, it is generally the first subject 
on which A asks B’s advice after they have been introduced to 
each other. However, it is quite possible to thaw a Frenchman’s 
tongue even on personal monetary questions; and when this is 
once done, he goes to the opposite extreme, and turns you into a 
sort of secular father-confessor, to whom he is at all times running 
for advice and assistance in his troubles. Such it was my fate 
to become with my landlord, M. Jean Bartot, who kept the “ Hotel 
Imperial” at Dockville, but whose energy panted to find vent in 
some establishment of much greater magnitude. 


Monsieur Bartot had been beating about the bush for three or 
four days, when one evening, as the dessert was being put on the 
table d’hote, the waiter opened and placed by my side a bottle of 
Veuve Cliquot’s champagne. Not having ordered the wine, and 
not caring to add seven francs to my already too high hotel bill, 
I told the man he must have made a mistake, and requested him 
to take it away. But he whispered in my ear that this was a 


* The law of libel 1s so strict in England that the public press is obliged to be extremely careful 
in all its revelations as to the financial rascalities which are, from time to time, brought to public 
notice. In the excitement which attended the financial crisis of 1866, more license than usual 
was indulged. Among the literature of that period, a “financial engineer”’ wrote the following 
narrative of facts, very slightly dixguised. When the history is written of the Big Bonanza 
excitement in San Francisco, we shall have not a few incidents on record of quite as mon- 
strous a character. 
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compliment from Monsieur Bartot, who begged that I would honor 
him by drinking the bottle, and passing my opinion upon it; and 
at the same moment the waiter slipped into my hand my xole des 
vin for the day (for it was the custom of the house either to settle 
the wine bill or initial it every evening, so as to prevent mistakes), 
in which, sure enough, the bottle of champagne was not included. 
I then felt certain that the wine was meant as a sort of retaining 
fee for services to be done at some future time, but I could not 
resist the temptation—champagne, if good, being a weakness of 
mine which I have yet to overcome. Moreover, I thought it 
would seem most ungracious to refuse what the poor fellow evi- 
dently meant as a civility; and therefore, there being but two other 
guests at the table, and both being about to take their departure, 
I begged the waiter to request that Monsieur Bartot would favor 
me with the pleasure of his company, so that we might discuss 
the quality of the Cliquot together. 

My host came, and, like every Frenchman I ever saw, took his 
chair, drank his wine, and conversed with me on general topics, 
with a tact rarely to be met with amongst men of any other coun- 
try. By degrees—still with infinite tact and much gentlemanly 
feeling—he commenced to pump me as to what were my occupa- 
tions in ce magnifique Londres, a town, understand you, which he 
had never seen, but which he hoped to behold some fine day 
before dying. Was Monsieur dans les affaires—in business? Per- 
haps Monsieur occupied himself with “a Finance,” may be “la 
haute finance?” To both of these last queries—rather from a 
spirit of lazy indolence, which disliked the idea of explaining 
matters to him, than from the slightest wish to deceive the man— 
I returned an affirmative answer. 

Monsieur Bartot appeared delighted when he found that I 
belonged to “da haute finance”—although myself quite ignorant as 
to what that may be—he appeared delighted, and said he had 
“une affaire,” a piece of business, which would suit me admirably, 
and of which he would speak on the morrow. In the meantime, 
he insisted upon carrying me off to a café, where he had delicious 
ices—Dockville is a very hot place at midsummer—then to the 
opera, where nothing would serve him but he would pay for 
two stalls, as he had previously for the ices; then to some iced 
drink at another café; and, lastly, home, where he insisted upon 
my eating, by way of supper, some cold chicken-pie, and drinking 
another bottle of Cliquot. I was so astounded at my host’s lib- 
erality, that I did not attempt to work out the problem as to what 
had caused such wonderful generosity, and left the matter to dis- 
cover itself next morning, when Monsieur Bartot should further 
develop his plans to me. 

The following day—as, indeed, I half expected—brought me 
letters from London, saying that the business which had taken me 
to Dockville could not be carried out for the present, and I was 
therefore at liberty to return to England whenever it suited me 
to move northward. As soon as I could see Monsieur Bartot, 
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I communicated the contents of my letters to him, and wished 
to know whether I could be of any service to him, in either 
the capital of France or England, as, on the following day, I 
proposed taking my departure from Dockville for both these 
cities. But my host had other views for me, and after a great 
deal of useless contending with him, I gave in, and agreed to 
devote three days to him and his projected schemes—he not 
merely agreeing, but proposing and insisting, upon paying all my 
expenses during the time I spent, so to speak, in his ser- 
vice. The same evening saw us on the railway, en route to 
Placet, a fishing hamlet on the coast, about twelve miles from 
Dockville. We slept at a small inn there, and the next morn- 
ing Monsieur Bartot unfolded to me his magnificent schemes. 


There was in that part of France—as he informed me, and 
proved entirely to his own satisfaction in figures which I could 
not follow—a great want of accommodation for sea-bathing. “In 
the days we live in—these days of a civilization so magnificent 
that the world has never beheld its like,” said Monsieur Bartot, 
who loved to use long and well-rounded sentences—“no lady can 
do without a month or six weeks of /s bains de mers. Now there 
are,” said he, referring again to his long tabular statements, “so 
many thousand ladies in this and the neighboring departments 
alone, whereas there are but apartments, furnished houses, hotels, 
and the like—but lodging room in short—for a tenth of that num- 
ber. My scheme, therefore, is to buy up the whole of this village 
of Placet, pull down the wretched houses, and build a magnificent 
hotel, which will accommodate so many thousand families during 
the bathing season.” What all his scheme consisted of, I cannot at 
present call to mind, but I recollect that there were to be splen- 
did ball-rooms, concert-rooms, rooms for “conversation,” rooms 
for “de wist,” betting-rooms, a race-ground, a_ steeple-chase 
ground, a riding-school, and, in short, everything that could pos- 
sibly be wanted for the amusement or “distraction” of the ten 
thousand visitors who would, no doubt, resort to Placet when- 
ever it should be entirely pulled down, altogether rebuilt, then 
re-arranged, and all put into order. I asked my friend Bartot who 
was to pay for this village, these buildings, these changings, and 
what might be the probable amount of the little sum required? 
“ Moi, Monsieur, c'est moi qui suis Tentrepreneur” said he, dancing 
with delight, and slapping his chest with his open palm. “I am 
the projector of this, and it will cost in round figures, say six 
millions of francs ($ 1,200,000), not a sou more.” I began to won- 
der how it was that a man, with such a fund of wealth at com- 
mand, could have hitherto wasted his time in acting as host of 
the “ Hotel Imperial.” But Monsieur Bartot soon undeceived me. 
It appeared that the prosperity of his scheme turned mainly upon 
his obtaining a loan with which to purchase the village, pull down 
the houses, build up new habitations, construct baths, saloons, and 
what not. In short, that the magnificent plan was his, but the 
wherewith to carry it out had yet to be found. 
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Not that Bartot was at all undecided how he was to act, or 
where to apply for the requisite funds. On the contrary, he had 
settled all this long ago in his own mind. He had heard of those 
famous and excellent companies of finance—“/a haute finance,” as 
he persisted in calling all connected with money-lending on a large 
scale—of London, and he seemed quite convinced, that if he could 
only get introduced to one of them—that is, to the manager of 
such a concern—his business would be settled off hand. This, 
then, was what he wanted me to do for him, to give him a letter 
to one of those “gentlemans” of /a haute finance, who would take 
up the matter, and send him back to Dockville rejoicing, with six 
millions of francs in his pocket. 


After hearing him out, I was under the conviction that the 
unfortunate innkeeper would never be able to obtain the amount 
of assistance he required, if only from the fact that he had really 
no security whatever to offer for the loan. What he proposed 
seemed to me like building a house with money, which was bor- 
rowed by a mortgage on the edifice that had yet to be constructed. 


However, he was so bent upon going to London, to see what 
he could do, that I determined to give him a letter of introduc- 
tion to the general manager of a finance company, which took up 
business abroad as well as at home. We traveled as far as Paris 
together, but as I there received letters which obliged me to go 
to Vienna, Bartot continued his journey alone, giving me before 
starting an address in “ Leestaar Squar,” where I should be sure 
to hear of him. But as I was detained ten days in Vienna, and 
then had to return to Paris, and on arriving in London had many 
things to attend to, nearly a month had elapsed before I looked 
up my former host. I fully expected that he would by this time 
have either left London in disgust or be exceedingly downcast at 
the utter failure of his very visionary plans. But to my great sur- 
prise, EF found him radiant with delight, as all Frenchmen are 
when they feel likely to prosper in money matters. His scheme 
had been taken up; a gentleman connected with the finance com- 
pany had already been over to visit Placet, and had reported most 
favorably upon it. Most .wonderful of all, the finance company 
was quite ready to advance, in acceptances of course, the sum 
required for purchasing the village, taking as security a mortgage 
on the whole property, provided Bartot could get any one to 
undertake that the money with which to erect all the new build- 
ings should be forthcoming when wanted. This had at first been 
done by a French Credit Company, and the negotiations had 
ended by the two establishments joining together in ‘the specula- 
tion, and each advancing in acceptances £ 120,000, or three mill- 
ions of francs. These bills, being drawn by what was reputed to 
be a sound financial company in England, and accepted by a simi- 
lar establishment in France, would be no doubt negotiable without 
much difficulty, and the whole affair could therefore be commenced 
upon at once. 
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At first, I thought that Bartot had taken leave of his senses, and 
that he was inventing for my amusement a tale, not as to how 
things really were, but as to how he wished them to be. But 
after an interview with the manager of the finance company, I 
found that he had merely related the actual arrangements, so far 
as they had gone. Moreover, the manager appeared quite delighted 
with the business. “Excellent security! Whole village on French 
coast! Become a French Brighton! Capital investment!” and 
similar anthems of praise he kept sounding in my ear during the 
twenty minutes I remained in his office; but of actual details as 
to how the monetary part of the business was to be arranged, he 
did not vouchsafe any explanation, and I of course asked no 
questions respecting what there was evidently no wish to afford 
me information. 


Bartot, who came to see me almost every day at my office in 
the city, was more communicative. He knew but little as to how 
the grand scheme was to be carried out, beyond that he was to be 
“ Directeur” of the “Grand Hotel Imperial de Placet,” as also of 
the sea-bathing establishment, the fresh-water baths, the grand 
ball-rooms, and what not. He was to have a salary of 25,000 
francs ($5,000) a year for five years, and if by that time the 
undertaking had paid off two-thirds of the debt it owed to the 
finance company, he was to have the whole concern in his own 
hands, and to pay off the balance by degrees in a given time. He 
brought me in great triumph one day a French paper, in which 
was advertised, in the usual immense letters used on such occa- 
sions by our neighbors, the scheme of a joint-stock company for 
the formation of this wonderful bathing village called Placet, with 
its “Grand Hotel Imperial,” and all the rest of it. The number 
of shares was something fabulous, but the amount to be paid for 
each was not much—only roo francs, or four pounds, a fourth of 
which had to be forthcoming on application, and similar sums in 
two, three, and four months, respectively. It was further stated 
that a speedy application (at the office of the French Finance 
Company, in Paris) was absolutely necessary, “the greater number 
of shares having already been applied for in England.” “There,” 
said Bartot, as he slapped the paper with exultation, “you see that! 
Your excellent fellow-countrymen are clever fellows; they are no 
fools. Zhey see at once the enormous advantages and the great 
profit that must arise from a bathing establishment like Placet, if 
conducted on a large scale. Zhey have been wise, as you see, 
and have applied for shares in time.” Poor Bartot! He, like the 
old Scotch woman, evidently believed all that he saw in print. 
But unfortunately for my powers of credence—always very limited 
where companies’ prospectuses are concerned—I had that very 
morning read an advertisement in the Zimes, in which the won- 
ders and excellences of Placet were all described, and in which 
people were advised to apply for shares at once, as the greater 
number of those which were disposable had been already applied 
for in France. I did not tell Bartot of my discovery, for it would 
have been cruel to undeceive him. Moreover, as he had sunk 
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no money in the concern, it could have done him no good to 
be told what he did not know, and what would certainly make 
him most unhappy. A few days later, he came to inform me 
that he was to leave London for Placet the following week, in 
order to superintend the arrangements and building of the “ Grand 
Hotel Imperial;” that his salary was to commence forthwith, and 
that the finance company had made him a present of fifty paid- 
up shares in the undertaking, of which he wanted very much to 
give me half, and, on my declining, insisted upon treating me to 
a dinner and a stall at the Italian opera for the next evening. 
I never saw any one whose gratitude was greater than that of 
poor Bartot for the introduction I had given him to the finance 
company’s manager. He declared that I had been the making 
of himself; his family, and all that belonged to him, and that he 
would never forget the kindness I had done him. But if the 
unfortunate man could have foreseen the future, he would not have 
been so very thankful even for what little help I had been able 
to afford him. 


In London one has very little time to think of or care for either 
the troubles or the pleasures of others, Every man is so engaged 
in his own affairs, that he really has not a moment to think 
upon what his friends are doing. This was my case. Every day 
brought its own occupations, cares, and worry, so that Bartot and 
his grand hotel at Placet very soon vanished from my mind, 
when I no longer saw the chief actor in the affair. It so hap- 
pened, however, that, about six months after my former host left 
London, business for the firm with which I was connected once 
more took me to Dockville, and, although I had but twenty- 
four hours to remain there, I determined to run over to Placet, 
and see for myself how matters were getting on. I carried out 
my plan, and soon witnessed enough to convince me that it 
would be many a long year, if ever, before Bartot sat at the 
head of the “Grand Hotel Imperial” at Placet. 


The village seemed to be very much the same as when I had 
seen it twelve months previously, only that near the beach a 
certain number of houses—perhaps a dozen very inferior fisher- 
men’s huts—had been pulled down, and on the site where they 
had stood the foundations of an immense building had been 
dug, and the outer wall built to the height of about four feet 
from the ground. Beyond this there was no outward and visi- 
ble sign whatever of any house being built in the place, and even 
this one seemed to have got what I once heard a London cab- 
man call the inability of an omnibus pair of horses to pull up Hol- 
born Hill, the “ stand-stills.” There was not a single workman— 
builder, bricklayer, carpenter, or any, other kind of artificer— 
engaged about the premises; the walls had been built so far, and 
then left to their own devices. I asked in the neighborhood 
respecting the why, the when, and the wherefore of this non-pro- 
gression, but could get no answer that in any way explained how 
matters were thus left to themselves. After a great deal of trouble, 
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I found that Bartot was alive, but that he had left Placet in dis- 
gust, and now kept a small café, called “‘Le Café Napoleon,” in 
a garrison town which was situated about an hour by rail from 
Dockville. Although I could ill spare the time, I determined to 
see him before leaving France, and. accordingly took my departure 
by the first train for the place of his present sojourn. 


“Le Café Napoleon” was easy enough to find, and the first 
person I saw as I approached it was the worthy individual who 
formerly kept the “ Hotel Imperial” at Dockville. Poor Bartot 
was as cheery almost as ever, and very glad indeed to see me; 
but when I questioned him respecting the break-down of his splen- 
did scheme, he burst out in a torrent of invectives against all 
financial agents in general and ces scelerats de Londres et de Faris 
in particular. According to his own account, he had been badly 
used. The finance company had only advanced him a hundredth 
part of what they promised, and for which they had taken mort- 
gages. When others who had contracted to sell land and to build 
houses for Bartot pressed him for money, he begged the companies. 
to do as they had agreed, but got neither money nor satisfaction 
of any kind. “They laughed at me, my friend,” he exclaimed, 
with tears in his eyes—“they laughed at me, and having made 
me the enemy of everybody in Dockville and Placet, they refused 
to advance me another sou. I was the only person who treated 
with the sellers of the land, and they knew nobody else. The 
same with the builders. I made contracts with them all to erect 
houses, hotels, bathing establishments, and such like; but when I 
asked for money from those who were under engagements to give 
it me, I got laughed at again. I was involved in numerous law- 
suits, and it was only by giving up everything I had in the world 
to my opponents that I was able to leave the place, and I have 
now purchased the good-will of this café with a few hundred francs. 
which my wife’s father has lent me.” 


Like all Frenchmen in misfortune, Bartot seemed by his cheer- 
fulness and good temper to defy the enemy. I could hardly make 
out the reason why the finance companies should have just held 
him up, and then cast him down, but determined to inquire more 
particularly on my return to London. He, poor fellow, evidently 
knew nothing as to causes, however severely he had felt effects. 
I pitied the unfortunate man so much, and so sincerely believed 
him to be the victim of some rascality, that when, on asking him, 
I found that the debt to his father-in-law amounted to only 500 
francs ($100), I determined to lend him the money myself, and 
his thanks for the loan, which was faithfully repaid a few months 
afterward, were most profuse. 

On my return to London, I went at once to see the manager 
of the finance company that had made Bartot such magnificent 
promises, but could get nothing satisfactory out of that individual, 
who appeared as if the faculties of speech were given him to con- 
ceal, rather than impart, what he knew. This, however, I very 
soon rectified, by getting hold of one of those monetary spies 
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who, for a sovereign, will find anything in the city of London. In 
due time I had acquired all the knowledge I sought for, and then 
it was that the shameful way in which Bartot had been treated 
came to light. 


It was quite true that the finance company had promised him 
the six millions of francs, and had led him to suppose that he 
would have ample funds with which to build his hotel, his bathing 
establishment, and all the rest of it. They had advanced him some 
money, but not more than 30,000 francs, or £1,200. Even this 
had been given in dribblets, and had proved just enough for Bar- 
tot to complete the purchase-money of the site for the hotel, and 
to raise the outside walls as I had seen them when I last visited 
Placet. In the meantime, the name of the grand bathing estab- 
lishment, with the grand hotel and all the rest of it at Placet, 
was bandied about between the London and the French finance 
companies as a stupendous undertaking, upon which they must 
make an immense profit; whereas, in reality, all that they could lay 
claim to was the site of the hotel, with the four-feet outside walls, 
at which no work whatever was going on, and which they had 
mortgaged for more money than they had advanced Bartot. But 
the name of the proposed grand establishment at Placet served the 
two companies as a pretext for drawing bills upon one another; 
and as they were not out of pocket a sixpence by the transaction, 
it seemed as if they would allow matters to remain in statu quo 
until the end of time. Bartot, as I explained to him the next 
time I saw him, had been made a complete tool of; and when 
convinced of the fact, his anger was not small, although it cer- 
tainly was not long-lived. 

The shares in the “Grand Hotel Imperial” and “ Grand Etab- 
lissement de Bains” at Placet were long quoted, and bought, and 
sold, both in Paris and London. What kind of security they 
afforded for investors, the reader is as able as I am to judge. 
But very shortly before the panic, some “bear,” who was working 
“for the fall,” with the shares of certain finance and credit com- 
panies, got hold of the story, and of course made the most of it, 
with a view to lowering the value of this kind of security. That 
he and his fellows succeeded we all know but too well; and yet 
is not this an instance in which we may hold them excused for 
running down that which deserves no better fate? Be that as it 
may, the two finance companies have, between them, managed to 
make an uncommon good thing out of the scheme which poor 
Bartot believed was to be his path to wealth, and to carry out 
which he spent all his “little economies,” and gave up the com- 
fortable berth he had as master of the hotel at Dockville. What- 
ever others may do when the panic and crisis are well over, I do 
not think that my friend Bartot will ever again seek assistance 
from finance companies, or deal in shares to which they have any- 
thing whatever to say. He still keeps the Café Napoleon; and 
although not, perhaps, making a fortune, clears enough to keep 
the fé¢t au feu boiling. 
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LOANS BY NATIONAL BANKS. 


Is a LOAN EXCEEDING ONE-TENTH OF THE CAPITAL OF A BANK 
ILLEGAL AND VOID? 


The question decided by the Supreme Court of Pennsylvania, 
in the following opinion, is one of great importance to National 
Banks, and is the first determination of the question by a tribunal 
of last resort in any of the States. The same point was raised in 
the case of STewarT against the NaTIoNAL UNION BANK OF 
MARYLAND (to be found in the Baltimore Law Transcript of Octo- 
ber, 1869), and was determined in the same way by the United 
States Circuit Court for the district of Maryland, from which decis- 
ion an appeal was taken to the Supreme Court of the United 
States, but was never heard, the cause having been settled by the 
parties. So much else was involved in this case that the one 
found below may be considered the only instance in which this 
question of law has been raised as the only defense. 


The point decided is that the provision of the 29th section of 
the National Bank Act of 1864, which provides that a National 
Bank shall not loan more than a tenth of its capital to any one 


individual or firm, is directory only; and, unless the bank and the 
debtor combine knowingly and intentionally to evade this provision 
of the Act, a loan in excess of one-tenth of the capital is not 
void, and will be collectable in the courts. 


SUPREME COURT OF PENNSYLVANIA. 


O'Hare vs. Second National Bank of Titusville. 


Two cases—Error to the Court of Common Pleas of Crawford County—Opinion 
of the Court by AGNEW, C. J., delivered January 4, 1875. 


The main question in these cases is, whether the notes in suit are illegal, 
and cannot be recovered, because at the time they were discounted the bank 
had previously lent the drawer, for whose accommodation O’Hare indorsed, 
more than one-tenth part of its capital. It is contended that the discount was 
contrary to the 29th section of the National Bank Law of. June 3, 1864, pro- 
viding that “the total liabilities to any association, of any person, or of any 
company, corporation or firm for money borrowed, including in the liabilities of 
a company or firm the liabilities of the several members thereof, shall at no 
time exceed one-tenth part of the amount of the capital stock of such associa- 
tion actually paid in: Provided, that the discount of dona fide bills of exchange 
drawn against actually existing values, and the discount of commercial or busi- 
ness paper, actually owned by the person or persons, corporation or firm 
negotiating the same, shall not be considered as money borrowed.” 

The affidavits of defense, upon which the question is raised, do not aver that 
the excess above one-tenth of the paid in capital was knowingly and volun- 
tarily lent to the drawer of the note. This defect in the affidavit would sup- 
port the judgment, for surely it cannot be contended that accidental excess, 
made in mistake or in ignorance, would forfeit an honest loan. But without 
resting the case on this defect we cannot think that an excess known to the 
bank only is such an unlawful act, entering into the vitality of the loan, as 
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will avoid it. The fact of an excess of indebtedness over one-tenth of the paid 
in capital is a matter aside from the loan itself, not entering into its terms, 
and therefore collateral. The loan of the money is an act within the author- 
ized power of the bank; a part of its proper business, and therefore not in 
itself illegal. The note or security given for the money was an instrument 
within the power of the bank to accept. The drawer had a right to make it, 
and the bank a right to discount it. In this lies the difference between this 
case and that of Fowler v. Scully, 22 P. F. Smith, 456 (reported in 3 Pitts. 
Legal Journal, 85), relied on as authority. There the very instrument itself, a 
mortgage of real estate, for future advancement, was illegal and void, being 
forbidden to the bank as well as to the mortgagor, who is presumed to know 
the law. It appeared on the face of the mortgage that it was given to secure 
future discounts up to the sum of one hundred thousand dollars, and for the 
expressed purpose of enabling the mortgagor “to avoid the necessity of pro- 
curing the additional indorsement to said paper by a third party.” It there- 
fore presented a case where both parties combined purposely to do an act 
expressly forbidden by the law, and where the thing itself (the mortgage) was the 
very ground of attempted recovery by scire facias, and the bank was directly 
asking the aid of the law and of the Court to enforce the illegal instrument. 
Fowler vs. Scully is not authority for this case. What might be the conse- 
quence if the bank and Garfield, the drawer, had combined knowingly and 
willfully to defeat the restriction in the 29th section referred to, it is not 
= to say or to speculate upon. Therein, however, lies the difference 

tween the case of Morris Run Coal Co. and Barclay Coal Co., 18 P. F. 
Smith, 174, cited and relied on, and this case. There the contract was void 
because, in restraint of trade, and the draft sued on was the provided instru- 
ment for carrying the illegal agreement into execution. Hence, it was said 
there, “the illegal consideration entered directly into the instrument, and is 
followed up, because the law will not permit itself to be violated by mere 
indirection.”” Here the fact of the excess of indebtedness, and the bank’s 
knowledge of the fact, were only collateral to the contract of discount, and not 
resumed to be within the knowledge of the borrower, and the note was not 
intended by both parties to be the instrument of committing a fraud upon the 
law. Both the consideration and the note were lawful in themselves. The 
affidavit does not charge combination or conspiracy to defeat the law. 


Other considerations connect themselves with the question. It was evidently 
not the intention of Congress to aim at the securities taken by the bank and 
declare them illegal, as it was in the 28th section, forbidding mortgages other 
than those taken to secure previously contracted debts. The securities not 
being referred to in the 29th section, or declared illegal, we are at liberty to 
inquire into the true purpose of Congress, in considering whether we should 
declare the securities Goaasioes illegal by implication. If such was not the 
real intent of Congress we ought not to raise an implication to defeat recovery. 
Evidently the limitation of the indebtedness to one-tenth in the 29th section 
was intended as a general rule for conducting the business of the bank; a rule 
laid down from experience to regulate its loans for its own best interest and 
those of stockholders and creditors, not a rule to regulate its customers. 
It was, as remarked in Fowler v. Scully, a regulation to prevent these 
associations from splitting on a rock which has ruined so many banks, 
to-wit: that of lending too much of their capital to one person or firm. The 
intention being to protect the association and its stockholders and creditors 
from unwise banking, we cannot suppose it was meant to injure them by 
forbidding recovery of the injudicious loans. We should not interpret the 
section so as to carry its prohibition beyond its true purpose, and thus cause 
it to destroy the very interest it intended to protect by the regulation. To 
do so onal be, as said by the Court below, to demand a penalty in favor of 
an individual for an offense against the country, and invite to dishonesty under 
a pretense of a regard for the law. 

As to the usurious interest we shall say nothing, the defendant in error 
having, in his paper book, agreed to correct the judgments by proper deduc- 
tion. We leave the enforcement of this agreement to the Court below, if the 
correction should not be voluntarily made. 


Judgments affirmed. 
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INQUIRIES OF CORRESPONDENTS, 


. 


ADDRESSED TO THE EDITOR OF THE BANKER’S MAGAZINE. 


I. PROTEST FOR NON-ACCEPTANCE OF TIME CHECKS. 


NATIONAL BANK, OHIO, 1875. 

In your March issue, speaking of the duty of a banker in regard to checks 
payable at a future day, you say: “ But if received for collection, it is not his 
duty to demand acceptance before maturity, and still less is it the duty of the 
bank upon whom drawn to accept them.” To the first part of the reply 
quoted above we must except. You probably have been governed in your reply 
by the New York statute, which dispenses in so many words with presentation 
for acceptance of all checks, drafts and paper or bills, drawn on banks and 
bankers. There is, however, no such law in Ohio. As to the “duty of the 
bank upon whom drawn” to accept or refuse, does that not depend on the 
arrangement of that matter between the bank and its customer, and not on the 
state of the account between them? What, then, has that question to do with 
the duty of the collecting bank as to presentment? If the drawer of the 
check does not wish or intend to have it accepted, or even presented for 
acceptance, is it not his duty to write “acceptance waived”’ before his signa- 
ture, and thus save all questions? 


If he chooses to neglect so simple a matter, shall a collecting bank, in 
absence of any law dispensing with presentment for acceptance, be expected 
to voluntarily waive demand of acceptance with any show of common sense? 


Shall that neglect of the drawer of the check work to the detriment of, or 
risk of, a collecting agent? Suppose a check, with name of place and State, 
but date left blank, and May 15, 1875, inserted in its body, and there be no 
law dispensing with acceptance of checks drawn on banks and bankers; do 
you still hold a collecting bank not bound to present the same for acceptance 
when the check is made and delivered March 31, 1875? How would the fact 
of the date being so inserted for payment, differ from a case when the date 
is inserted as usual, except in one case grace might be claimed? The duty of 
the bank upon whom such a check is drawn, as to acceptance, has nothing to 
do with the question at issue. That depends on the arrangement between 
drawer and bank, and-may be one way or another. Even in your view of it, 
if not a duty to present and protest for non-acceptance, is it not advisable to 
do so? 


RepLy.—Our correspondent takes the ground that, in the absence of legisla- 
tion distinctly exempting them from acceptance, there must be a risk in 
neglecting to demand acceptance of checks payable at a future day, and to 
protest them if not accepted. Now, if there be any such risk, it can be no 
greater in the case of a check than in that of a bill of exchange, except such 
as may arise from any uncertainty as to the former being entitled to grace. 
If there be any necessity for protest for non-acceptance, such protest is just 
as binding on the day of maturity as on any previous one. Why then demand 
of the payee that which he has, obviously, no right to do? The acceptance of 
time-drafts is no part of a banker’s business. It is not sanctioned either by 
usage or by law; but, on the contrary, is forbidden by both. In the 
case of Clarke National Bank vs. The Bank of Albion (52 Barb., N. Y., 
592), to recover on an accepted post-dated check, it was decided that the 
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drawer had notice that the cashier was exceeding his authority in certifying 
such a check, and that the plaintiffs, who received it from the drawer, took it 
subject to the equities against him. The principle involved is thus stated: 

“One limitation, however, the law lays down in all cases. A Cashier can- 
not certify the check of a drawer who has not unincumbered funds in the 
bank sufficient to meet the check. Any person having notice of the fact that 
the bank had not enough of the drawer’s funds on hand to meet the check at 
the time of certification, will be presumed to know that the act was unauthor- 
ized and void, and will not be allowed to hold the bank liable upon it.” 

It appears to us, therefore, that the limit of his duty is reached if the holder 
of a check, not yet due, should demand its payment on the day of its maturity, 
and if not then paid should protest for non-payment only. If there be doubt 
as to the allowance of grace, protest on doth the possible days of maturity 
would obviate this. 

On the ground that the drawer of such a check has no right to impose 
upon its holder any avoidable risk, there may be some reason to require from 
the drawer a waiver of acceptance, as is very properly suggested by our cor- 
respondent. But if the holder undertakes to protest for non-acceptance, we 
think that the cost of such protest, if disputed, would fall upon him. 


II. LIABILITY OF DRAWER OF COUNTERMANDED CHECKS. 


NATIONAL BANK, OHIO, March, 1875. 

Suppose I send to John Smith, in New York city, in payment of a bill, my 
check on Fourth National Bank, New York, and, not receiving any acknowl- 
edgment of its receipt, I write him concerning it, and in reply he says: “ Your 
check was not received.” Then suppose I notify the Fourth National Bank of 
the loss of this check, stop aon of it, and send Smith another one, xo/, 
however, a duplicate. This last one is duly received and paid by the bank on 
which it is drawn. After it is paid the first one is received by Smith, and 
cashed for him by the Tenth National Bank, who, on presenting it for pay- 
ment, is informed that its payment has been stopped. 


Now, John Smith is worthless; and the question is: the Tenth National 
Bank having paid the money to him, of whom they cannot now collect it, 
have they a right of action against me, the maker of the check? 

RepLy.—Although the drawer of a check has the legal right to counter 
mand its payment at any time before its presentation, this cannot release him 
from liability to a third party, who has taken the check in good faith, and 
given value for it, without notice of its stoppage. 


III. AccEPTANCES PAYABLE “WITH EXCHANGE.” 


NATIONAL BANK, Pa., April, 1875. 


An acceptance payable at our bank “with exchange”’ is presented for pay- 
ment. We tender to the holder our check on New York for the face of the 
paper. He demurs, claiming that he is entitled to the amount, with premium 
added, in currency, and that only when paper is payable “i# exchange” are 
we entitled to the privilege of payment on Eastern draft. Is there any differ- 
ence in the import of the words “with exchange” and “iz exchange?’’ and 
have we the right in either case to pay by currency or exchange as may best 
suit us? 


REPLY.—If the acceptance be payable “wth exchange on New York,’’ the 
holder has a clear right to demand currency for. the amount with the current 
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premium added. If payable “i exchange on New York” the proffer of an 
unquestionably good check on this city for the face of the paper would be 
equivalent to a legal tender. 

Bankers should, however, utterly discourage the use of such a stipulation by 
their customers. If payable in anything except money, such paper is not 
legally negotiable. The saving of the premium on an Eastern draft, or the 
diverting to some particular bank the sale of the Eastern exchange, is too 
small a gain to justify the annoyance, if not the injustice, which is very sure 
to arise. 


IV. Priority oF NOTES OR CHECKS PRESENTED AT THE SAME TIME. 
OHI0, March, 1875. 

Is the obligation of a bank to pay the notes of its customers, which are 
made payable at the bank, the same as to pay their checks? In case the 
check and the note of a dealer should be presented at the same time, and he 
should only have money enough in the bank to pay one of the instruments, 
which should have the preference ? 

RepLy.—The obligation of a bank to honor the check of its customer, wher 
good, is unquestionable; but its duty to pay his note is not clear, unless dis- 
tinct instructions to do so have been given by the maker. While the bulk of 
authority indicates that a bank is safe in paying the notes of its dealers, made 
payable at its counter, there are decisions to the effect that a bank is mot 
authorized to pay a note without being ordered to do so by its maker, verbally 
or in writing. (Wood v. Merchants’ Sav. Co., 41 IIl., 267.) 

But supposing the bank to have authority from its customer to pay his note, 
and that it is then on the same footing with a check, the doubt as to any right 
of priority is still unsettled. We do not know of any legal adjudication of the 
question, as to what is the duty of a bank when the aggregate of checks sim- 
ultaneously presented exceeds the balance to credit of an account. It is a 
very delicate point, and even priority in the dates or numbers of the checks is 
not a safe guide. A decision in this State (Dykens v. Leather Manufacturers’ 
Bank) holds ‘that in such case “the officers of a bank are not bound to settle 
the conflicting claims of the holders of different checks to priority of payment.” 
We think that, when so presented, the safer plan is to refuse them all. 








A PARTNER’S INDORSEMENT.—Among the late decisions by the Supreme 
Court of Pennsylvania there is the following, involving the right of a partner 
to indorse the firm name: The Second National Bank of Titusville brought 
suit on an indorsement of Collins Brothers on a note bearing the name of the 
firm, given without the knowledge or consent of the other members. The 
bank, plaintiffs in the lower Court, having filed a copy of the note, the defend- 
ants filed separate affidavits of defense, setting forth the fact that it was so. 
indorsed; that the firm had no interest in the note, and never received any 
consideration for the indorsement thereof, and that it was not indorsed in the 
regular course of their business. Two of the members swore that they never 
received any notice of protest, but the third did not. 


Upon a rule to show cause why judgment should not be entered for want 
of a sufficient affidavit of defense, the Court entered judgment for plaintiff. 


The 4 Court expressed the opinion that notice of protest to one mem-. 
ber of a firm was sufficient, and affirmed the judgment in favor of the bank. 











INTERNAL REVENUE DECISIONS. 


STAMPS ON VOUCHERS. 


TREASURY DECISIONS UNDER THE ACT OF FEBRUARY 8, 1875. 


TREASURY DEPARTMENT, OFFICE OF INTERNAL REVENUE, 
WASHINGTON, March 29, 1875. 


Hon. James S. Biery, M. C., Allentown, Pa.- 


Sir: I reply to your letter respecting the liability to stamp tax of notes 
payable at a bank: That it is understood that section 15, of the Act of Feb- 
ruary 8, 1875, which is quoted by you, was enacted mainly to meet evasions 
of the stamp tax on checks by the substitution of receipts, “orders payable one 
day after date,” and other subterfuges. 


Accordingly, it is held by this office that, if there is any understanding 
between a bank (as shown by its practice, etc.), and the pr of notes, or 
drawer or acceptor of checks, drafts, or orders payable at the bank, that all 
such notes and acceptances shall be paid by the bank and charged in the 
account of the maker, drawer or acceptor, in the same manner as ordinary 
checks would be, and to avoid the use of bank checks, such notes and accept- 
ances are liable to the two-cent stamp tax as “vouchers” for the payment of 
money by the bank. 


The law, in its widest sense and taken literally, includes in the tax all bank 
“vouchers ” for the payment of money. But out of respect to the supposed 
object of the enactment as above referred to, it has been the endeavor of this 
ofice to confine its operation, as far as a practicable line can be drawn, to 
such vouchers as are used as a substitute for checks, elc.,as commonly employed 
according to the custom of banks. To include all instruments which, under 
strict interpretation, are vouchers would be to tax a large variety of papers 
hitherto exempt, and which it is believed Congress had no design of taxing. 


Very respectfully, 
J. W. DouG Lass, Commissioner. 


TREASURY DEPARTMENT, OFFICE OF INTERNAL REVENUE, 
WASHINGTON, April 2, 1875. 


Lucian Hawley, Esq., Supervisor Internal Revenue, New York, N. Y.: 


Sir: Numerous letters have been received at this office, making inquiry as 
to the liability to stamp tax of notes and drafts made payable at a bank, etc. 

It is not believed to have been the meaning and intent of Congress to 
require stamps upon promissory notes made in the usual commercial form and 
payable at a bank, when such notes are given in good faith and in the ordi- 
nary course of business. Under a strict interpretation of the law they might, 

thaps, be held liable as “vouchers.” It is well known, however, that the 
eading purpose of the recent enactment, with regard to stamping bank checks, 
vouchers, etc. (Section 15, Act of February 8, 1875), was to cut off the 
frequent evasions of the stamp tax on checks, as, for instance, by the use of 
receipts, checks payable nominally one day after date, without grace, etc. 

Unless the notes referred to are used simply as a substitute for checks, as 
evasions of the stamp tax on checks, this office will not insist upon their being 
stamped. 


The above remarks will also apply to drafts upon private parties not bank- 
ers, etc., accepted payable at a bank. 
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A receipt which performs the work of a bank check, as, for instance, where 
‘a person who has money on deposit with a bank draws out a portion of it, 
but instead of drawing it out upon a check gives the bank his receipt there- 
_ which is taken by the bank and held as a voucher, is considered liable to 
the tax. 


If a dividend due a stockholder has been credited to his deposit account, 
upon the books of the bank, it, has become a deposit, and a receipt given for 
it, or for any portion of it, would, in my opinion, be liable to stamp tax. 

But while a receipt given for a dividend, which has not lost its identity by 
taking the form of a deposit, might perhaps, under a strict construction of the 
statute, be liable to the stamp tax, it would not in my opinion fall within its 
intent and meaning, and this office will not insist upon its being stamped. 


Section 6, of the Act of March 3, 1875, exempts from the tax “the receipts 
in the receipt-book of a savings bank or institution for savings, having no 
capital stock and doing no other business than receiving deposits, to be loaned 
or invested for the sole benefit of the parties making such deposits, without 
profit or compensation to the association or company, when money is paid to 
a depositor on his pass-book.” 


The banks referred to in the above exemption are those which properly 
make returns on “ Form 106 a,’’ and collectors should require stamps on the 
receipts of depositors in receipt-books kept by any other banks. Some banks, 
whose returns should properly be made on “ Form 106 4,” are in fact errone- 
ously making them on “Form 106 a.” This error should be corrected. Re- 
ceipt-books of such banks should of course be stamped. 


A certificate of deposit, which is such on its face, and represents money 
actually deposited in a bank by the person to whom it is issued, is not con- 
sidered liable to stamp tax. The money represented by such certificates should 
be returned and taxed as deposits. 


Checks drawn on their own bank, by bank officers or clerks, for their 
salaries, should be stamped. ‘Cashiers’ checks” in general, issued or delivered 
to outside parties for payments, etc., require stamps. 


Checks drawn by bank officers, merely for the purpose of charging an 
account with items, as an inside transaction of a bank, but not éssued, are held 
to be exempt. 


Inland Bills of Exchange upon a bank, etc., and bills drawn in a foreign 
country upon a bank, banker, or trust company in the United States, should 
be stamped before being accepted, negotiated or paid. 


Drafts or bills drawn in the United States upon a foreign country need not 
be stamped, not being “vouchers” in the meaning of the law while in this 
country. Interest coupons are exempt. Duplicates of bills, orders, etc., are 
liable the same as originals. Receipts not relating to bank business, for 
instance for rent, are exempt. 


Checks drawn by a bank upon itself, for the purpose of paying its own 
dividends, and the dividends, coupons, or interest of other corporations, and 
issued, should be stamped. 


Checks drawn by State, county or city officers, in their official capacity, upon 
public funds deposited in a bank, are exempt if said funds are kept separate 
from private accounts. 


Section 15, of the Act of February 8, 1875, imposes a stamp tax of two 
cents upon a “bank check, draft, order or voucher for the payment of any 
sum of money whatsoever, drawn upon any bank, banker or trust company.” 
This is the only stamp tax upon written instruments issued on or after Octo- 
ber 1, 1872, now in force. 

It imposes the tax upon checks, orders, etc., drawn on time, as well as 
those payable at sight or on demand; so, also, on receipts or other vouchers 
substituted for checks, etc., as commonly used according to the custom of banks 
and merchants. 

Very respectfully, 


J. W. Dovuctass, Commissioner. 
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TREASURY DEPARTMENT, OFFICE OF INTERNAL REVENUE, 
WASHINGTON, March 31, 1875. 


Messrs. Knoblauch & Lichtenstein, No. 37 Broad Street, New York: 


Sirs: In reply to yours of the 12th and 16th instant, that bills of exchange 
drawn abroad upon banks, bankers, or trust companies in this country are held 
to be liable to the two-cent stamp tax before being accepted, paid, negotiated 
or used in the United States: 


Bills drawn in this country upon any parties in a foreign country are held 
to be exempt. 
Very respectfully, 


J. W. Dovuctass, Commissioner. 


THE RIGHT OF SEARCH FOR UNSTAMPED CHECKS. 


OPINION OF THE SOLICITOR OF THE TREASURY. 


DEPARTMENT OF JUSTICE, 
OFFICE OF THE SOLICITOR OF THE TREASURY, > 
WASHINGTON, D. C., April 2, 1875. 4 


To the Hon. B. H. Bristow, Secretary of the Treasury: 

Sir: I have the honor to return herewith the letters of the 20th ultimo, 
received by you from the Comptroller of the Currency and referred to me, sub- 
mitting for your decision the question as to the authority of Internal Revenue 
officers to examine the books and papers of National banks. The Comptroller 
represents that the Commissioner of Internal Revenue claims to find this authority 
in sections 3,163 and 3,177 of the Revised Statutes, but in the judgment of the 
Comptroller, section 5,241 exempts National banks from the operations of the sec- 
tions just cited. Section 3,163 contains the following: “ Every Supervisor under 
the direction of the Commissioner shall see that all laws and regulations re- 
lating to the collection of internal taxes are faithfully executed and complied 
with, and shall aid in the prosecution, detection and punishment of any frauds 
in relation thereto, and examine into the efficiency and conduct of -all officers 
of Internal Revenue; and for such purposes he shall have power to examine 
all persons, books, papers, accounts, and premises, to administer oaths, and to 
summon any person to produce books and papers.” Section 3,177 provides 
thus: “Any Collector, Deputy-Collector, or Inspector may enter in the day- 
time any building or place where any articles or objects subject to tax are 
made, produced, or kept, within his district, so far as it may be necessary for 
the purpose of examining said articles or objects.” Section 5,241 provides that 
“No association shall be subject to any visitorial powers other than such as 
are authorized by the title or are vested in courts of justice.” The remaining 
act provides for examinations to ascertain the condition of banks. It also pro- 
vides for the appointment of receivers and for taking away their franchises in 
certain cases. Examiners do not inquire as to the stamping of checks. The 
bank’s financial condition is not affected by the neglect of a depositor to stamp 
his check. The power conferred by the Internal Revenue act is not visitorial 
in the ordinary meaning of that term. The officers do not visit banks to re- 
port anything relative to their management. They simply desire to ascertain 
what evidence may be had of the evasion of the provisions, not of the Bank- 
ing, but of the Internal Revenue, act. I am of the opinion that sections 3,163 
and 3,177 confer authority as claimed by the Commissioner of Internal Revenue, 
and are not inoperative as to banks because of section 5,241 or any other 
statutory provisions. 

Very respectfully, 
(Signed) BLUFORD WILSON, 


Solicitor of the Treasury. 
59 
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PUBLIC DEBT OF THE UNITED STATES. 
Recapitulation of the Official Statements (cents omitted). 


DEBT BEARING INTEREST IN COIN, 














March 1, 1875. April 1, 1875. 
Bonds at six per cent.. ...........------ $1,151,992,500 -.. $1,149,135,900 
Monds: at fe per COnt.-......cccckcsccss §=§©6RRGO OCs 574,252,750 
$ 1,724,130,250 .- $1,723,388,650 
DEBT BEARING INTEREST IN LAWFUL MONEY. 
Certificates of indidhnalnene at 4 per cent. $678,000... $ 678,000 
Navy pension fund at 3 per cent........-. 14,000,000... 14,000,000 
$14,678,000... $ 14,678,000 
Debt on which interest has ceased......- 8,779,670 .- 7,973,050 
DeEBT BEARING NO INTEREST. 
Old demand and legal-tender notes ...... §$ 382,072,147 ae $ 379,298,882 
Certificates of deposit ................-.. 45,855,000... 43,045,000 
PVOCHMMAl CURRENCY ..5<. <<.00.c5cc0ses50e 44,904,963 -- 44,343,209 
ME QUNIINNES 6d os Sink w ccncncncacncacies 22,269,400... 24,191,900 
$ _$495,801,511 $ 490,878,991 
MIC ONE aise dasccnnacatascnmmade wee $ 2,242,689,431 -- $2,236,919,292 
INE sp dticdcccnccaadcinnnddcccaassoes 26,426,738 =. - 29,048,419 
Total debt, principal and interest........ $2,269,116,170 .. $2,265,967,711 
CASH IN THE TREASURY. 
Se eR Ee SSE pees eae $ 75,626,083. $ 84,105,520 
CRIN. icacudna taneccamannciematennaa 10,319,097 -- 5,182,412 
Special deposit held for redemption of cer- 
tificates of deposit, as provided by law.. 45,855,000... 43,045,000 
$131,800,181 .. $$ 132,332,933 
Debt, less cash in the Treasury, March i a $ 2,137,315,989 
Debt, less cash “ Ape EFS snawen -- $2,133,634,778 
Decrease of debt during the past month... $ 6,680,183. - $ 3,681,210 
Decrease of debt since June 30, 1874..-. G.g7aagt le 9,453,462 


Bonps IssuED TO THE PACIFIC RAILWAY COMPANIES, INTEREST PAYABLE 
IN LAWFUL MONEY. 


Principal outstanding...........--...---- $64,623,512 -- $ 64,623,512 
Interest accrued and not yet paid......-. 646,235 - 969,352 
Interest paid by the United States....... 26,264,102... 26,264,102 
Interest repaid by transportation of mails, &c. 5,724,214 «-- 519435748 


Balance of interest paid by the U. S.- $20,539,888 -. $ 20,320,354 
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NATIONAL BANKS OF THE UNITED STATES. 
March, 1875. 


Abstract of reports made to the Comptroller of the Currency, showing the 
condition of the National banks of the UNITED STATES, at the close of busi- 
ness on the Ist of March, 1875,* and also on February 27th, 1874, and Feb- 
ruary 28th, 1873. 

1875. 1874. 1873. 

LIABILITIES. March 1, February 27, February 28, 
2,027 banks. 1,975 banks. 1,947 danks. 
Capital stock paid in $ 496,172,901 - $490,859,901 - $ 484,551,811 
Surplus fund 131,242,602 . 123,497,347 - 114,681,048 
Undivided profits 51,645,885 - 50,236,919 . 48,578,045 
National bank notes outstanding. 324,618,914 - 339,602,955 339,292,459 
State bank notes outstanding.... 824,876 . 1,078,988 . 1,368,271 
Dividends unpaid 1,600,755 - 1,291,055 - 1,465,993 
Individual deposits.......-...-. 647,667,627 . 595,350,334 - 656,187,551 
U. S. deposits 7,961,648 - 7:276,959 - 7,044,548 
U. S. disbursing officers........ 52324,949 - 5,034,024 . 5,835,096 
Due to National banks 137,716,424 - 138,435,388 - 134,231,842 
Due to State banks and bankers. 552294,063 - 48,112,223 - 38,124,803 
Notes and bills re-discounted.... 4,841,600 . 3,448,828 5,117,810 
Bills payable 4,786,436 - 4:275,002 . 5,672,532 
Aggregate Liabilities. . $ 1,869,699,285 $1,808,500,529 $1,839,152,715 

+ RESOURCES. 


Loans and discounts.... $ 951,744,432 - $897,859,600 . $913,265,189 
Overdrafts 4,056,008 - : ere 
U.S. bonds to secure circulation. 380,582,650 . 380,614,700 . 384,675,050 
U.S. bonds to secure deposits. . . 14,242,200 . 14,600,200 . 15,035,000 
U.S. bonds on hand 18,262,150 . 11,043,400 - 10,436,950 
Other stocks, bonds, & mortgages 28,267,531 - 25,305,736 - 22,063,306 
Redeeming and reserve agents... 89,985,032 - 101,502,861 - 95,773,077 
Due from other National banks-. 44,713,922 - 36,624,001 . 39,483,700 
Due from State banks & bankers. 12,724,194 - 11,496,711 - 13,595,079 
Real estate, furniture and fixtures 39,424,280 - 36,043,741 - 34,023,057 
Current expenses 7,788,564 - Gogh bas A 6,977,831 
Premiums paid 8,987,462 - 8,741,025 - 7,205,259 
Checks and other cash items 11,733:470 - 10,269,955 - 11,761,711 
Exchanges for Clearing-House. . - 81,127,796 . 62,768,119 . 131,383,360 
Bills of other National banks.... 18,876,558 . 20,003,251 - I mye coed 
Bills of State banks 30,922 - ‘ 
Fractional currency 3,008,148 . 2,309,919 - 
specie Om hand... .....-....22- 16,667,023 - 33,365,863 - 17,777;073 
Legal-tender notes 78,497,520 - 102,717,563 - 97,141,909 
U.S. certif. for legal-tender notes = 37,235,000 - 
Three per cent certificates....-- 
Five per cent. redemption fund.. 16,712,212 - 
Due from U. S. Treasurer other ‘ 

than 5 per cent. Red’n Fund.. 4.437107 - 


Aggregate Resources - . $1,869,699,285 $1,808,500,529 $1,839,152,715 


* This statement is exclusive of one bank in Wisconsin and one in Montana, from which 
reports have not yet been received. 
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THE BANKER’s DIRECTORY.—Attention is called to the Directory now to be 
found at the end of the BANKER’S MAGAZINE. It affords facilities and informa- 
tion to those who seek new correspondents in any section of the United States 
or Canada. By its means bankers can make known the special features of 
their business, or their readiness to attend promptly to collections. The space 
available for cards is devoted exclusively to those of Banks and Bankers, 
or such as are of immediate value to them. Miscellaneous advertisements are 
not received for this Directory. 

Sagacious men will take advantage of the first signs of a return toward 
better times, by letting it be known that they have outlived the stormy days 
of adversity, and are now ready for new business, 


A BANKERS’ CONVENTION.—The idea of holding a general convention of 
bankers from different sections of the country, has several times been suggested 
by some of our correspondents, but the practical realization of this has not 
been generally looked for up to this time. It now appears, however, that such 
a Convention is really to be held during the coming summer, and that a 
committee of prominent bank officers in the principal cities will shortly issue 
notice to this effect. We heartily approve of this rm and trust that it 
may result in a large attendance and in manifest good to the banking in- 
terests of the country at large. 


RESIGNATION OF TREASURER SPINNER.—The Hon. Francis E. Spinner, 
Treasurer of the United States since 1861, tendered to the President, on March 
29th, his resignation, which was accepted, to take effect July 1. He is to be 
succeeded by Mr. John C. New, of Indianapolis, Cashier of the First National 
Bank of that city. 

FivE-TWENTY BonDs.—The Secretary of the Treasury issued, on April 20, 
a call (the seventeenth) for $5,000,000 coupon bonds of 1862 upon which 
interest will cease July 20. The following are the numbers in each case in- 
clusive: $50—15,401 to 17,100; $100—40,001 to 44,200; $500—20,001 to 
22,400; $ 1,000—66,001 to 70,950. 


THE NATIONAL BANKS.—The Comptroller of the Currency has received. 
eight applications for National banks since the Ist of April, amounting to 

600,000, of which amount $200,000 was from Massachusetts, $100,000 from 
New York, $50,000 from New Jersey, $100,000 from Pennsylvania, $50,000 
from Ohio, and $100,000 from California. During the same time the amount 
of applications for increased circulation from banks now organized was $ 315,000, 
of which amount $270,000 was from the Eastern and Middle States, and 
$45,000 from the Western States. The amount of iegal-tender notes deposited 
for the purpose of surrendering bank circulation, since the Ist of April, is 
$949,275, of which amount $179,000 was surrendered by banks in the Eastern 
and Middle States, $112,000 by banks in the Southern States, and $657,800 
by banks in the Western States. The total amount of legal-tender notes 
deposited to surrender circulation since the passage of the act of June 20, 
1874, is $18,245,312. The amount of additional National bank circulation 
issued since the first of April is $626,230, and the total amount issued since 
the passage of the act of January 14, 1875, $4,182,830. The amount of 
National bank notes destroyed of banks which are in liquidation, or which 
have deposited legal-tender notes since the passage of the act of June 20, 
1874, is $5,034,585. Forty-nine National banks have been organized since 
November 1, 1874, having a capital of $ 4,635,000. 








Se oe; 
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PRoMIssory NoTES OF NATIONAL BANKS.—The following letter to the 
‘Cashier of a National bank in Chicago, gives the views of the Comptroller of 
the Currency with regard to the practice of some National banks in making 
time notes and offering them for discount: 


OFFICE COMPTROLLER OF THE CURRENCY, 
WASHINGTON, D. C., March 12, 1875. 

Sir: I have received your letter of the 9th inst , in which you say that it 
has been the practice of some National banks to offer time notes, made by 
themselves, for discount to the banks in your city; and you inquire whether 
banks are authorized under the National Bank Act to make such notes and 
offer the same for discount. The last paragraph of Sec. 23 of the act provides 
that no National bank shall issue post-noies, or any other notes to circulate 
as money than such as are authorized by the act; and Sec. 36 provides that 
no National bank shall at any time be liable to an amount exceeding the 
-amount of its capital stock, except on account of its circulating notes, on ac- 
count of its deposits, on account of bills of exchange or drafts drawn against 
money on deposit to its credit, and on account of liabilities to stockholders for 
dividends and reserved profits. The interpretation of this office is that, under 
these sections, National banks are prohibited from drawing time bills of 
-exchange, and from issuing promissory notes of the Association. 

Very respectfully, Joun Jay Knox, Comptroller. 


TREASURY DEPARTMENT, 


INSOLVENT NATIONAL BANKS—INTEREST ACCRUING AFTER BANKRUPTCY.— 
In the United States Circuit Court, in the case of the Chemical National Bank 
et al, against the National Bank of the Commonwealth ef a/., Judge Wallace has 
thus decided: “That where a National bank is wound up by a receiver, under 
direction of the Comptroller of the Currency, and a sufficient fund is realized 
from the assets to pay all claims against the bank and have a surplus, the 
creditors are entitled to interest on their claims during the period of adminis- 
tration, before the surplus can be appropriated to the stockholders of the bank. 
The bank cannot be permitted to say that a depositor should have made a 
demard when, if made, it would have been nugatory and useless. It has been 
held that in cases of insolvency, where a debt is payable on demand and no 
special demand is shown, interest is to be computed from the first publication 
of the proceedings in insolvency. Judgment is ordered for the plaintiffs 
against the bank.” 


FORGERIES.—On the 23d of March the German-American Bank, New York, 
cashed two forged checks purporting to be drawn by Hess Brothers & Co., 
for $12,500. The forgers are supposed to be two men who obtained from the 
firm, on the 2d, a check for $118. which was cashed on the 22d. Two mer, 
arrested on suspicion, have been discharged. 


UNsuccESSFUL ForGERY.—On April 17th, a check for $19,400, purporting 
to have been drawn by Warden, Mitchell & Co., of Springfield, Ohio, was 
presented at the Nassau Bank by a young woman. She was detained long 
enough to ascertain by telegraphing to the ostensible drawers that the check 
was a forgery. She was arrested, but her accomplice escaped. 


ARKANSAS.—A new bank has been organized at Little Rock, called the 
German Savings Bank, and has commenced business under a State charter, 
with a cash capital of $50,000. Its stockholders comprise some of the stanch 
business men of the place, among them being Messrs. George Brodie & Son, 
who retire from the banking business. The officers of the new bank are 
Messrs. C. F. Penzel, President; William Kirten, Vice-President; and Creed 
T. Walker, Cashier; New York Correspondent, Messrs. Donnell, Lawson & 
Co. Their card will be found at the front of our present number, instead of in 
the usual place. 


DiIstTRICT OF COLUMBIA.—The firm of Sherman & Co. has been dissolved, 
and a new banking-house has been organized by Mr. John Sherman, Jr. (senior 
of the late firm), and Col. F. D. Grant, U. S. A. The latter gentleman intends 
ito resign shortly his position in the army, and to devote his personal atten- 
tion to the banking business. 
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THE CURRENCY SIXES.—We mention in our “Notes on the Money 
Market’’ that the currency sixes are now received at Washington as security 
for National bank circulation. The following is the official letter on the sub- 
ject: 

TREASURY DEPARTMENT, 
OFFICE OF COMPTROLLER OF THE CURRENCY, 
WASHINGTON, April 19, 1875. 

GENTLEMEN: In reply to your letter of 16th inst., to Secretary of Treasury, 
relative to receiving “‘U. S. Currency Sixes,” as security for circulating notes 
issued to National banks, you are informed that by a recent decision these 
bonds are now received for this purpose. Very respectfully, 

J. S. Lancwortuy, Deputy Comptroller. 

To Messrs. Fisk & Hatch, New York. 


MUTILATED UNITED STATES CURRENCY.—The Treasurer of the United 
States has announced in a circular the amended regulations for the redemption 
of United States currency, which take effect on May 1st. In the case of 
legal-tender notes, if less than one-tenth of the original proportion of the note 
is missing, the mutilation will be disregarded; if one-tenth of the note is 
missing, one-tenth of its face value will be deducted; if more than one-tenth 
and less than one-fifth is missing, one-fifth of the face value will be deducted ; 
and so on, reckoning by tenths; but no note of which less than one-half of the 
original proportions is presented will be redeemed without evidence that the 
missing portion is totally destroyed. The same rule of proportionate redemp- 
tion will be applied to mutilated fractional currency, with the substitution of 
one-fifth for one-tenth. 


THE TWENTY-CENT Co1n.—The designs of thetwenty-cent silver piece were 
selected in April by Dr. Linderman, Director of the Mint. The obverse con- 
tains a sitting figure of Liberty with the word “ Liberty’ inscribed on the 
shield, the whole surrounded by thirteen stars, and beneath the figure the date 
“1875.” On the reverse the figure of an eagle surrounded by the inscription, 
“United States of America,” and beneath the eagle the words ‘twenty cents.” 
The edge of the coin is perfectly smooth, in order to distinguish it the more 
readily from the twenty-five-cent coin, which bears a milled, fluted edge. The 
new piece is mainly designed for circulation on the Pacific Coast. 


STOLEN BANK NoTEs.—Notice was given to the Treasury Department early 
in April by the President of the National Hide & Leather Bank of Bos- 
ton, that certain $10 and $20 notes had been stolen from the bank after being 
signed by him, but before receiving the Cashier’s signature. The Department 
numbers of the notes were D. 22,900 to 22,953; the Bank numbers, 11,919 
to 11,972. Several of these notes have recently been presented and rejected 
at the Redemption Agency of the Treasury, but instead of being signed by the 
President of the Bank, as supposed, both signatures were fictitious. The 
officers of the Bank are George Ripley, President, and George H. Jones, 
Cashier. The names upon the stolen notes were “ E. A. Bates, President,” and 
“ P. J. Smith, Cashier.’’ It is supposed that the thieves signed these fictitious 
names for the purpose of avoiding the penalties of forgery. 


DANGEROUS COUNTERFEITS.—The only dangerous counterfeit National bank- 
notes in circulation, of the denomination of $5, are the issues of Chicago 
banks, viz: The Traders’ National Bank, the First National Bank, the Third 
National Bank, and the Merchants’ National Bank. These counterfeits are 
exceedingly well done and calculated to deceive. All but eight thousand of 
the notes of the Traders’ and the First National Banks of Chicago have been 
retired; the notes of this denomination of all four of these banks are being 
rapidly redeemed in the redemption office of the Treasury, and no additional! 
notes of the denomination of $5 will be issued to these banks. The public 
generally should refuse notes of the denomination of $5 of these banks, and 
all National banks are requested to return to the Treasurer, for redemption, in 
their packages of mutilated notes, ali $5 notes issued by these associations. 


GeEorGIA.—The Merchants and Planters’ National Bank of Augusta, finding 
business unprofitable, has resolved to wind up. It is said that the assets 
will divide $120 to each share. 
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DIVIDENDS.—The Washington City Savings Bank, which failed eighteen 
months ago, paid on April 2d a further dividend of 15 per cent. of its indebt- 
edness ; in all, 75 per cent. since the failure. The assets to be realized will, 
it is thought, pay the full amount due depositors. 

The Comptroller of the Currency has declared a further dividend of ten per 
cent. in favor of the creditors of the First National Bank of Washington, pay- 
able on the 14th of April. 


__IL1i1nots.—The First National Bank of Pekin has gone into voluntary 
liquidation, and is prepared to pay all demands against it on presentation. 

Messrs. F. W. Leonard and B. F. Blossom, who have been officers of this 
bank since its organization in March, 1866, have established a banking-house 
under the name of Leonard & Blossom, which will succeed to the business of 
the First National Bank. With ample capital and experience they offer prompt 
attention to the business of correspondents for that point. Their card, with 
references at New York and Chicago, will be found at the end of this number. 

The Manufacturers’ National Bank of Chicago.—The receiver of the Manu- 
facturers’ National Bank, which suspended September, 1873, states that the 
“bills receivable’? are utterly worthless. The “bonds,” amounting to $66,200, 
comprise 585 shares of the bank itself, which are entirely worthless, and the 
balance in Clifton House bonds, which are no better. The charging “ furni- 
ture”? at $7,400 is an attempt to give to airy nothing a local habitation it 
does not possess, at least so far as the receiver’s researches have extended. 
The “teller’s cash” also is made up of sundry items which properly belong 
to profit and loss. The receiver’s conclusion is that it will not pay to attempt 
to collect the assets in his hands, as they will not pay the cost of collection. 
—Chicago Tribune, 6th. 


Iowa.—Messrs. Collins & West have established a banking-house at Clarinda, 
Page County, and offer their services, in a card at the end of this number, 
to those having business for that vicinity. 


KENTUCKY.—On Wednesday night, March 31st, the First National Bank of 
Covington, Kentucky, was entered by burglars, who penetrated the vault through 
the floor of the Odd-Fellows’ Hall above it. This floor was forced by power- 
ful instruments, and an attempt then made to blow open the safe with powder. 
The rivets were sprung and the seams all started. Heavy explosions were 
heard during the night, but the cause was not suspected, nor was any dis- 
covery made until the bank was opened for business the next morning. All 
the plaster had fallen from the ceiling by the force of the concussion, and the 
entire outfit of the burglars was found, indicating a precipitate flight just on 
the verge of success, as a few more blasts must have burst the safe, and ex- 
posed the funds it contained. 


MARYLAND.—The Drovers and Mechanics’ Bank of Baltimore has begun 
business under favorable auspices. Its principal dealings are with shippers 
of Southern and Western live-stock and other products, to whom it offers 
ample facilities. The President is Mr. Jacob Ellinger, and the Cashier Mr. J. 
D. Wheeler, Jr., late of the First National Bank of Baltimore. 

Baltimore.—Messrs. Middendorf & Oliver have established at No. 85 
Second street, Baltimore, an office for the transaction of a commission business. 
in stocks, bonds and gold, and for the negotiation of loans, commercial paper 
and foreign exchange. 

The card of this house, as well as that of the new Farmers and Drovers” 
Bank, will be found in the Bankers Directory at end of this number. 


MASSACHUSETTS.—The annual meeting of the Boston Clearing-House 
Association was held April 12th, James H. Beal being chosen Chairman, and 
H. B. Graves, Secretary. By the report of the Manager it appears that the 
exchanges for the year ending March 31st, amounted to $2,516,166,339, and the 
balances received and paid for the same time amounted to $306,665,105. The 
daily average, about $1,000,000 in money, thus effects the daily payment of some 
$8,400,000. 

THE DIVIDENDS of the Boston banks declared in April show an average of 
about five per cent. for the past six months. 
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New Bedford.—The committee of the creditors of S. P. Burt, banker, 
who recently suspended, have valued the assets at $386,934.53, and the liabili- 
ties at $348,538.12, leaving a surplus of $38,396.41. The valuations rated 
on the assets it was believed would be more than realized in a reasonable 
time. The committee have recommended that the estate be wound up by Mr. 
Burt, with as much dispatch as the interests of the creditors would allow, under 
the direction of an advisory committee. At a meeting of the creditors, held 
in April, this recommendation was agreed to. 


New York.—Mr. William Gould, President of the National Albany Ex- 
change Bank, having resigned on account of impaired health, Mr. C. P. Wil- 
liams, formerly Cashier, has been elected President, and Theodore L. Scott, 
late Assistant Cashier, has been appointed Cashier. 


ATTEMPTED RoOBBERY.—On the evening of Sunday, March 28th, it was 
discovered that rooms in the buildings adjoining the Long Island Bank, Fulton 
street, Brooklyn, had been occupied by bank robbers, who had torn up the 
floors, made excavations, and had reached the vault doors, which they had 
already sprung almost off their hinges. A Mr. Powell, of whom the robbers 
had hired the adjoining rooms, while passing at dark, met one of the unknown 
parties and asked to be allowed to enter the place to obtain what he had left 
there. The fellow handed him the keys saying he was going to New York. 
Powell thus discovered the attempt, but the man had fled. A large quantity 
of jimmies, files, powder, sledges, chisels, rubber shoes, a gag and other things 
were found. In a few hours the object of the robbers would have been at- 
tained. They had apparently been at work quietly for a fortnight. 


Outo.—The Second National Bank of Youngstown, Mahoning County, has 
commenced business with a capital of $200,000. The officers are: Henry 
Tod, President; T. K. Hall, Vice-President; and George J. Margerum, 
Cashier. Their New York correspondent is the First National Bank. 


PENNSYLVANIA.—An act relative to days of grace on negotiable paper has 
passed the Legislature as follows : 

Be it enacted, That days of grace shall be allowed upon all bills of exchange, 
drafts, promissory notes or other instruments negotiable by the laws of this 
commonwealth, excepting only bills of exchange and drafts drawn at s ght, and 
checks drawn upon banks or bankers, whether payable upon presentation or 
upon some day or time subsequent to the date of issue. 


VERMONT.—The Directors of the Lamille County National Bank at Hyde 
Park, Vermont, have voted to increase its capital stock by $50,000. 

The Irasburgh National Bank of Orleans, Vermont, is reported as being about 
to close up its business. 


BANK OFFICERS ARRESTED.—John E. Bosseaux, President, and Thomas S. 
Ormstead, Cashier, of the Dollar Savings Bank, of Richmond, Va., which col- 
lapsed during the panic in 1873, were arrested April 3d, charged with embez- 
zling $4,000 of the funds of the bank, and with making fraudulent entries. 


ForGERY.—The Halifax Banking Company paid, on March 2gth, $6,000 in 
gold on a forged letter of credit for $50,000, purporting to be issued by Moses 
Taylor & Co., of New York, in favor of R. Luting, who arrived in a steamer 
from Boston. On receipt of the $6,000 Luting disappeared. 


FINAL DEFEAT OF THE TAX ON BORROWED MONEY.—Bailey, Collector, vs. 
Clark, Dodge & Co.; Same vs. Frank Work. Error to the Southern District 
of New York.—In these cases the Collector undertook to collect the internal 
revenue tax upon money temporarily borrowed by the bankers in the course 
of their business. The decision is that the term ‘capital employed”? by a 
banker, in the business of banking, in the r1oth section of the Revenue Act 
of 1866, does not include ge borrowed by him from time to time, tempo- 
rarily, in the ordinary course of his business. It applies only to the property 
or moneys of the banker set apart from other uses and permanently invested 
in the business. The decision of the District Court was affirmed. r. Justice 
Field delivered the opinion. For comments see page 840. 
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NEW BANKS, BANKERS, AND SAVINGS BANKS. 


(Monthly List; continued from April No., page 818.) 


Place and State. Name of Bank. N. Y. Correspondent. 
Little Rock, ARK.... German Savings Bank Donnell, Lawson & Co. 
Oakland, CAL First National Bank 
West Las Animas, Col Bent County Bank 
Madison, Ga ........ Robson & Metcalf 
Havana, ILL..... Havana National Bank 
Fairfield, “ ... Forth, Robinson & Co 
Quincy, “1... German-American Bank.... Importers & Tra. Nat. Bank. 
Metamora, “  ...J. W. Page & Co Kountze Brothers. 

Pekin, - © ... Leonard & Blossom Merchants’ Exchange N. B. 
South Chicago “ -... Bank of South Chicago.... N. Y. State Loan & Tr. Co. 
Altamont, “ ... Altamont Bank Kountze Brothers. 


Auburn, IND........ First National Bank 


Malvern, Iowa First National Bank......- 
Bloomfield, “ ..... Davis County Bank Kountze Brothers. 
* Clarinda, “ Collins & West.........--. George Opdyke & Co. 
Dexter, ae Conger, Pierce & Co Kountze Brothers. 
Des Moines, “ Polk & Hubbell Kountze Brothers. 
Lineville, “ -.... Farmers & Merchants’ Bank Kountze Brothers. 
Baxter Springs, Kan. Baxter Bank Donnell, Lawson & Co. 
Marion Center, “ . Bank of Marion Center.... George Opdyke & Co. 
Mayfield, Ky First National Bank 
Catlettsburg, “ -... Witten & Davidson........ National Park Bank. . 
Grayson, “* .... Grayson Banking Co. Fourth Nat. Bank, Cincinnati. 


Baltimore, Mp Middendorf & Oliver Hallgarten & Co. 
Benton Harbor, MIcH. Conger Brothers Kountze Brothers. 
Evart, “ .Lumberman’s Bank........ Leonard, Sheldon & Co. 
Lapeer, “ .J. M. Wattles & Co First National Bank. 
Tupelo, MIss......... Exchange Bk. (F. M. Goar) 

Independence, Mo... Brown, Hughes & Co Donnell, Lawson & Co. 
Maryville, “ . Baker, Saunders & Co Donnell, Lawson & Co. 
St. Louis, “ . Augustus B. Hart & Co. ... National Currency Bank. 
Waverly, - Waverly Bank.....-.. .... Donnell, Lawson & Co. 


Nashua, N. H Second National Bank , P 
Clinton, N. J First National Bank....... American Exchange Nat. Bk. 
Plainfield, “ City National Bank 
Amsterdam, N. Y... Manufacturers’ Nat. Bank.. 
Randolph, “ .++ State Bank of Randolph... Importers & Tra. Nat. Bank. 
Windsor, “ .-- Windsor Bk. (G. Dusenbury) National Currency Bank. 
Arcanum, OHIO Bank of Arcanum None. 
Allegheny City, PENN. Third National Bank Third National Bank. 
Jenkintown, “ . Jenkintown National Bank. - 
Pittsburgh, “ . Diamond National Bank ... 

= “« . Marine National Bank 
Millerstown, “©. German National Bank .... 
Sharon, “© . Sharon National Bank 
Chartiers Boro’, - Robert P. Burgan None. 
West Fairview, “ . West Fairview Savings Bank Bik catoinis mea ce 
Milwaukee, WIs . Belcher & Co.........-... White, Morris & Co. 
Green Bay, “ Green Bay Savings Bank .. First National Bank. 
Kenosha, Dan Head & Co Central National Bank. 
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OFFICIAL BULLETIN OF NEW NATIONAL BANKS, 


Authorized March 25 to April 17, 1875. 


The Report of the Comptroller of the Currency for 1874 shows the number 
of National Banks which had been organized on November Ist of that year, 
was 2,200. Since that date 49 new banks have been authorized to commence 
business, their aggregate capital being $4,635,000. The names of these have 
been given as organized, each month, in the BANKER’S MAGAZINE, the list 


being completed as below: 
Capital. -——~ 





No. Name and Place. President and Cashier. Authorized. Paid. 

2238 First National Bank, Joseph R. Lanning.. $50,000 
Auburn, IND. James V. Hazzard. $35,000 

2239 Manufacturers’ Nat. Bank, Adam W. Kline ..... 100,000 
Amsterdam, N. Y. Charles De Wolfe. 50,000 

2240 Second National Bank, Jeremiah W. White.. 100,000 
Nashua, N. H. Walter A. Lovering. 50,000 

2241 German National Bank, Charles Duffy.....-.- 50,000 
Millerstown, PENN. John Walker. 50,000 

2242 Havana National Bank, Francis Low... ..... 50,000 
Havana, ILL. Newton C. King. 50,000 

2243 City National Bank, Elias R. Pope .....-- 150,000 
Plainfield, N. J. Joseph M. Myers. 75,000 

2244 Sharon National Bank, Joseph Forker...... 200,000 
Sharon, PENN. Michael Zahniser. 100,000 

2245 First National Bank, Henry S. Hale ..... 100,000 
Mayfield, Ky. Robt. T. Albritton. 50,800 

2246 First National Bank, Robert Foster....... | 100,000 
Clinton, N. J. N. W. Voorhees. 55.430 

2247 First National Bank, J... Strahan... <.. 50,000 
Malvern, OHIO. L. Bentley. 30,000 

2248 First National Gold Bank, ee... eee 100,000 
Oakland, CAL. G. M. Fisher. 50,000 

2249 Jenkintown National Bank, Samuel W. Noble.... 50,000 
Jenkintown, PENN. Andrew H. Baker. 37,780 





THE PREMIUM ON GOLD AT NEW YORK, 
MARCH—APRIL, 1875. 


1874. Lowest, Highest. 1875. Lowest. Highest. 1875. Lowest. Highest. 
January . 10% . 124% = ..Mar.22.. 16% . 16% ~..April7.. 145% .- 1434 
February. 1136 - 13 a er ee ae 8... 14% - 15 
March ... 114% . 1356... 24.5 14M. 28%. <2 Q9-- 15 ~. 15% 
April .... 11% . 144% .. 25-- 15% - 16 aa 10.. 154% - 15% 
May .... 11% - 13% . 20.. Holiday. 

Jane .... 10% .49% =z. 27.. 16%. 16% .. 12.. 15@ . 15% 
July...-. 9  . 10% -- I3-- 4#%- 15% 
August .. 9% . 10%... 29... 16% - 17 a BA cc 3G 5 TG 
September 9% .- 10% .. 30-. 14% - 16% .. 15 -- 15% 15% 
October.. 934 - 10% .. 31-. 14% - 14% .. 16..15 <« 35% 
Nov. .... 10 ~. 123% ..Aprilt.. 144% - 14% .. 17... 95. + 85% 
Dec. ..... IF3§ - 12% .. Poe” ee 

1875. ws 3-- 14% - 14% -- 19-- 15-1538 
January .. 1134 - 13% aa 20.. 15% - 15% 
February. 13% .- 15% .-- ee!) a?) ae 21... 14% . 15% 
March ... 14% . 17 “a 0.. 14% - 14% ..- 22.- 14% - 15 
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CHANGES OF PRESIDENT AND CASHIER. 
(Monthly List; continued from April No., page 817). 


APRIL, 1875. 
Name of Bank, Elected, In place of 
First N. Gold B., San Francisco, CAL. R. C. Woolworth,Cash. N. K. Masten. 
Shetucket Nat. Bank, Norwich, Conn. Clar. J. Fillmore, Cash. J. L. Devotion. 


Merchants’ Nat. Bank, Savannah, Ga. J.L. Villalonger, Pr.f.¢. Henry Brigham. 
Planters’ Loan & S. B., Augusta, “ J. T. Newbery, Cash. . Joseph S. Bean, Jr. 


First National Bank, Peoria.....ILL. John C. Proctor, Cashk.. Hervey Lightner. 
People’s Sav. Bank, Rockford.. “ Geo. H. Trufant, Cash. D. H. Ferguson. 


First National Bank, Union City, Inp. J. S. Johnson, Pres. -.. ee 


Citizens’ Nat. Bank, Davenport, Iowa. E. S. Carl, Cash Hugo Schmidt. 
First National Bank, Grinnell.. “ H. Lawrence, Cash. p. ¢. C. H. Spencer. 


Howard Bank, Baltimore . Samuel Edmonds, Pres. Peter Kephart. 
Mt. Holly Nat. Bk., Mt. Holly, N. J. O. H. P. Emley, Pres.. T. D. Armstrong. 
N. Albany Exchange Bk.,Albany, N.Y.C. P. Williams, Pres... Wm. Gould. 

PSS = = “ Theo. L. Scott, Cash... C. P. Williams. 
eo > eee Flushing, “ Wm. B. Draper, Pres. Morris Franklin. 


Barto & Co.’s Bk., Trumansburgh, “ H. L. Hinckley, Cash.. Geo. T. Spink. 
First National Bank, Sidney, Onto. W. R. Moore, Cash. .. Chas. C. Weaver. 


Columbia Nat. Bank, Columbia, Pa. George Bogle, Pres.... John Cooper. 
Keystone Bank, Philadelphia.. “ Th. Altman, Act’g Pres. C. M. Clingan. 


Phenix Nat. Bank, Providence, R. I. Geo. E. Martin, Cash.. Benj. White. 
First National Bank, Columbia, TENN. Lucius Frierson, Cash. . J. B. Childress. 
First National Bank, Denison, TEXAS. John Scullin, Pres A. D. Jaynes. 
Northfield Nat. Bank, Northfield, Vir. Geo. Nichols, Pres. ... Alvin Braley. 


Planters’ National Bank, Danville, Va. W.N.Shelton,Ac?’ V. P. oe 
National Bank of Fredericksburg, “ John M. Wallace,Cash, Wm. Ware. 
Mercantile Bank of Norfolk.... “ W.H. Burroughs, Pres, Wm. J. Baker. 


DISSOLVED, DISCONTINUED, OR CHANGED. 
(Monthly List, continued from April No., page 819.) 


ARKANSAS.—George Brodie & Son, Zitt/e Rock (now German Savings Bank). 
Dist. oF CoLUMBIA.—Sherman & Co., Washington (now Sherman & Grant). 


GEORGIA.—Benjamin W. Robson, Covington (now Robson & Metcalf); 
William L. Lampkin & Co. and B. Pye & Son, Forsyth (suspended) ; Merchants 
& Planters’ National Bank, Augusta (winding up). 


ILLINOIS.—Bank of Kewanee, Platt & Kellogg, Kewanee (suspended); Mason 
City Bank, Mason City (now owned by F. N. Smith & Co.); S. M. Benedict, 
Buda (now S. M. Benedict & Son); T. Bailey, Camp Point (now Bailey & 
Seaton); First National Bank, Pesin (in liq., succeeded by Leonard & Blossom). 


Kansas.—Western Financial Association, A/ma (closed). 
MASSACHUSETTS.—C. H. Bennett & Co., Boston (now C. H. Bennett). 


MICHIGAN.—R. C. Paine, Viles (deceased and business discontinued) ;, 
Miners’ Bank, D. G. Stone, Megaunce (discontinued). 


MissourI.—A. H. Shindler & Co., Waverly (succeeded by Waverly Bank). 
NEw YorK.—Earl & Newton, Sandy Creek (diss’d, now O. R. Earl’s Bank), 


PENNSYLVANIA.—Allegheny Real Estate Bank, Allegheny City (now Third 
National Bank); Farmers and Mechanics’ Bank, Shippensburgh (suspended). 
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BANKER’S MAGAZINE. 


NOTES ON THE MONEY MARKET. 


New York, APRIL 22, 1875. 
Exchange on London, at sixty days’ sight, 4°87 a 4°87% in gold. 


The usual course of the money market during the month of April has been 
repeated this year. The large aggregates of currency which have been employed 
for the 1st April payments come back to the financial centers, and the ease of 
money is correspondingly increased. This year, from obvious causes, much less 
currency than usual has been sent to the interior to meet these Spring payments, 
which are annually made in Pennsylvania, New Jersey, New York, and Ohio. 
Consequently the money market was not rendered stringent last month, as was 
expected. But the flow of currency from the country has begun to set in, and the 
rates for loans have already begun to show a disposition to recede. The rates for 
first-class commercial paper are 5 to 6%. Call loans are 3 to 5 per cent. on stock 
collaterals, and 2 to 3 per cent. on Governments. The Clearing-House banks show 
an increase in their reserve, as will be seen from the subjoined statement: 


Legal 
1875. Loans. Specie. Tenhers. Circulation. Deposits. Exchanges, 
Mar 15.... 288,446,000 .. 7,075 900 .. 51,342,900 .. 22,229,000 .. 223.501,200 .. 507,842,347 
“* 22.... 283,358,100 .. 7,268,800 .. 52,131,800 .. 22,231,900 .. 218,419,300 .. 425,078,449 
“* 29.... 279,052,800 .. 8,282,800 .. 51,899.500 .. 21,534,800 .. 214,724.500 .. 419,438,325 
April 5.... 279,554,600 .. 9,665,500 .. 49,836,800 .. 21,438,500 .. 214,876,100 .. 602,703,286 
“€ 12.... 278,263,200 .. 14,524,500 .. 48,419,900 .. 21,506,800 .. 215,893,700 .. 490,196,720 
*f 19...+ 277,964,500 .. 14,013,200 .. 50,290,000 .. 21,332,800 .. 218,406,900 .. 462,114,850 





From this table, it will be seen that the deposits have increased to 218 millions, 
and that the excess of reserves above the legal requirement is now $9,701,475. 
Furthermore, as the statement is made up on rising averages, the actual condition 
of the banks is stronger than appears from these figures. Similar deductions might 
be made from the statement of the Boston banks, which compare as follows: 


1875. Loans. Specie. Legal Tenders. Deposits. Circulation. 
March 29....... 132,546,400 533,720 ... 8,710,600 73,999,500 24,214,400 
AGING 2 occcess + 131,855.100 ... 546,200 8,558,000 75,031,400 24,584,900 

PM diéwiwasnie 132,260, 300 613,200 ... 8,537,500 759314,500 ..- 24,777,100 

ae 132,312,000 613,300 8,570,300 75,586, 600 24,845,600 


The Philadelphia banks, though their movements are less active, show similar 
indications of the plethora of capital and the accumulation of floating funds await- 
ing investment. The statements show the following results: 


1875. Loans. Specie. Legal Tenders. Deposits. Circulation. 
March 29 ...... 59,407,900 132,184 16,023,336 ... 46,745,736 ... 11,375,592 
pe Saree 60, 710,767 138,292 14,956,074 ... 47.326,835 ... 11,347,680 

Gt wsccenee 60,956,090 136,100 15,102,371 «+- 47:979,772 11,428,523 
$F Boccccecce 61,179,657 175,611 15,250,161 49,273,430 11,443,291 


The Stock Exchange has exhibited niin thie Government securities 


are in demand, partly on speculation, but to a great extent from legitimate invest- 
The demand for ten-forties has been stimulated by the fact that they are pre- 


ors. 
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ferred by many banks for deposit against circulation at Washington. The currency 
sixes have also, for a similar reason, shown a considerable amount of activity. Mr. 
Bristow has lately reversed the decision of Mr. Boutwell against receiving 
these currency sixes as security for circulation. As they are a long bond, they would 
be an extremely good investment, with gold at par. 

In State stocks there is little doing. Railroad bonds show considerable activity, 
as the accumulation of capital has caused a good demand for sound investment 
securities. The best railroad bonds are thus strong and higher, but the weak and 
discredited companies are still neglected, though vigorous attempts are made to attract 
to them the public attention. Railroad shares are less excited, and the recent 
speculation has not as yet been followed by the anticipated reaction. Still, at 
present, the average business of the Stock Exchange is reported at over a million 
shares a week, or four millions a month, equal to a par value of nearly 
$ 50,000,000 a year in railroad shares alone. Subjoined are our usual quotations: 


QuoraTIons: March 27. April 2. April 8. April 15. April 22. 
116 oe 114% ee 115 oie 15% ae 114% 
U. S. 5-20s, 1867 Coup. 120% “a 119% a 121% os 121% oy 121% 
U. S. new Fives Coup. 115% + 114% or 115% a 116% as 116% 
U. S. Currency Sixes 119% ‘r 119% is 119% i 121 - 124% 
West. Union Tel. Co.. 70% ve 17% re 72% oe 11% ie 17% 
N. ¥. C. & Hudson R. 100% se 100% me 101% we 101% as 102 
Lake Shore........... 74% re 74 - 714% aa 73% re 711% 
Chicago & Rock Island 106 is 106% re 103% os 103% a 103% 
New Jersey Central... 111% oa 112% ae 112% oe 112% af 113 
i 30% as 31 ea 30 be 31% i 31% 
Bills on London 4.82 ies 4.84% as 485%  .. 4-86% mm 4-87 
Treasury balances, cur. $ 45,978,045 .. $42,790,884 .. $42,141,097. .. $43,034,086 .. $ 41,854,825 
Do. do. gold 53,479,004 .. 55,343,458 -- 56,686,062 .. 58,917,406 .. 60,454,454 


Subjoined is a list of dividends of different corporations: New York Central 
and Hudson Railroad, two per cent. quarterly, payable April 15; Panama Railroad, 
three per cent. quarterly, April 15; Chicago and Rock Island, four per cent., April 
27; Western Union Telegraph, two per cent. quarterly, April 15; Delaware, Lack- 
awana and Western, two and a-half per cent. quarterly, April 20; Dubuque and 
Sioux City Railroad, two and a-half per cent. quarterly, April 26; Central Railroad of 
New Jersey, two and a-half per cent. quarterly, April 20; Pacific Railroad of Mis- 
souri, one and a-half per cent. quarterly, April 20. 

The question of defaulting railroads is much discussed in connection with the 
revival of railroad enterprise. The total amount of the defaulting bonds is reported 
as reaching $ 597,624,000, and the number of defaulting companies at 129. Of this 
sum it is variously estimated that from 130 to 170 millions are held in Europe. By 
a recent State report we find that there are thirteen bankrupt railroad companies 
in Illinois, according to the Committee on Railroads in the Legislature of that 
State. The roads represent a total of 2,287 miles of track, and with an aggregate 
debt of about $64,500,000, an average of over $28,000 per mile. Included in this 
debt is the sum of about $1,500,000 of due and unpaid State and local taxes. The 
Committee concur in recommending that the State Treasurer make a demand upon 
the Receivers for payment, and, this failing, to petition the courts in the usual way 
for an order of levy and sale. 

Foreign exchange has exhibited considerable changes during the month. The 
price of banker's sterling has risen from 4°82 a@ 4°83 a month ago to 4°87 a 4°87% 
to-day, closing firm, with a tendency to a further improvement. 

Gold has receded from the high premium current in March, and a brisk specu- 
lation has reduced the price to 1143. An advance has since begun on the expec- 
tation of xn export demand to Europe in consequence of the depletion of the Bank 
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of England coin reserve. The total Exports of 1874 from the United States to 
Foreign Ports compare as follows with former returns: 

1872. 1873. 1874. 
Domestic produce $ 452,143,553 --+- $550,098,492 .... $553,929,342 
Foreign do. 16,694,395 +--+. 17,659,375 ---- 15,943,211 
Foreign specie 8,391,688 .... 7,308,829... 6,182,682. 
Domestic specie 92,295,236 .... 56,263,496 .... . 66,544,393 


Total exports....... iaecsammsiarconed $ 560,524,872 .... $631,330,192 ...- $642,599,628 
Some months ago we pointed out the dangers which were threatening our export 
trade in breadstuffs from the mistaken policy of our farmers, and from a specula- 
tion which advanced the prices of leading staples above the shipping point. 
Our predictions, unfortunately, were verified, and our exports of wheat have been 
for some months smaller than they ought to have been. On the Continent and in 
Great Britain they are obtaining supplies from granaries other than ours. To 
demonstrate this fact, we compare the quantities estimated to be afloat and bound 
to Great Britain, and the quantities exported from this port to all countries for 1874 
and 1875, as follows: 
1874. 1875. 
Afloat, bound to Great Britain, April 3—quarters. . 1,335,870 1,507,000 
Exports from New York since January 1—bushels 7,620,000 4,460,000 


The total Foreign Commerce of the United States was done with the following 


countries during the year 1874: 
Imports from Exports to 


Great Britain $ 168,718,742 $ 379,341,890 
France 60,653,838 50,212,296 
40,756,468 64,654,012 

35.308. 348 40,875,154 

see 439327,922 8,551,997 

China and Japan 24,927,003 3:195,262 
British North America...... panaearane 371,755 1,647,696 
British West Indies 4,182,377 8,027,345 
Other West Indies 4,186,237 3,091,830 
East Indies . 21,574,229 Sie 1,466,882 
Mexico 12,091,998 6,249,163 
Holland and Belgium 8,782,054 28,664,368 
Cuba and Porto Rico 82,372,509 24,607,561 
All others 70,116,231 81,944,410 


RE cis cntemiininsis ebklieaioctanta $ 577,369,711 $ 702,529,866 
To show the proportion of our foreign commerce done in American ships we 
give the following statistics of the value of goods carried to and from foreign ports 
and the United States in the three years before the war, as compared with the last 
three years on our list, indicating the part which went in American ships under the 
American flag. The first three years are fiscal years: 
CARRYING TRADE OF THE UNITED STATES. 
Valuecarried Total value of 
in Amerwan goods imported 
ships. and exported. 
$ 447,191,304 $ 607,357,571 
465,741,381 695,557,592 
697,247,757 762,288,550 
358,225,415 1,299,426,796 
326,207,577 1,327,489, 612 
336,603,408 1,279,899,577 
Before the war more than two-thirds of all the carrying trade was done in Amer- 
ican vessels under our own flag, while now we do only one-fourth of the trans- 
portation in our own ships. The change is caused in part by the supplanting of 
sailing vessels by steamers, but in part it is due to preventable causes. 
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On the Savings banks of France, the Yournal Officiel says that on the rst of January 
in last year there were 2,079,196 depositors in 508 of these institutions, whose invest- 
ments were 535,096,737 francs, or $ 107,019,347, in addition to which 182,299,766 
francs, or $36,459,953, had been withdrawn during the year preceding. As it is 
very much the practice with depositors in French Savings banks to withdraw their 
‘capital when it amounts to about 500 francs, for the purpose of investing it in 
Government Rentes or obligations of the City of Paris, it may be considered that 
the above amounts combined represented the invested savings of the humbler classes 
among the French people. From this it would appear that there are upwards 
of two million persons in the lower ranks of French society whose united savings 
amount to more than seven hundred millions of francs, or twenty-eight millions 
sterling, and who prudently prefer the positive, though insignificant, interest of 334 
per cent. to the high but uncertain profits promised by glowing speculations. 
These two millions of depositors are composed of working-men, .domestic servants, 
clerks, and- assistants, small masters, little shopkeepers, and the like, soldiers and 
sailors, benefit societies, and minors of both sexes. During 1873, 75,795 working- 
men paid into these banks as much as 15,144,567 francs, or $3,028,913, while 
35,272 domestic servants deposited no more than 5,845,628 francs, or $ 1,169,125, and 
57,614 persons following various occupations, 14,556,609 francs, or $2,911,322. It 
is evident, therefore, that a considerable proportion of the existing classes of French 
working-men are distinguished for prudence: their yearly savings averaged nearly 
200 francs, or $40, per head, whereas those of the domestic servants were only 165 
francs, or $33. In 1835, when the Savings banks were legally constituted, the depos- 
itors were in the proportion of four to every 1,000 of the population. Ten years 
later they had risen to 20 in the 1,000; but in 1855 they had only increased to 25. 
During the Empire, however, the progress was more rapid, the proportion in 1865 
being as many as 44; while in 1873, spite of the recent national misfortunes, the 
stagnation of trade, and high taxation, the depositors had steadily increased, num- 
bering no less than 57 in the 1,000. 

With regard to the contractjon of the National Bank currency due to the 
financial legislation of June 20, 1874,and January 14, 1875, a morning paper lately 
said that ‘‘the solvent National banks which have surrendered their circulation 
and deposited greenbacks with which to redeem it, may redeposit bonds, withdraw 
the greenbacks, and resume their circulation."’ 

This is not strictly correct. The error is one which many persons have enter- 
tained. It is corrected by one of our financial authorities, Mr. John Thompson, 
Vice-President of the First National Bank of this city. He writes as follows : 

‘‘Banks that have surrendered their currency by depositing United States notes 
cannot reclaim the United States notes. They can only regain their former posi- 
tion by redepositing bonds and taking out National currency, and against that 
reissue of National currency the 80 per cent. of legal tenders must be withdrawn, 
until the outstanding greenbacks fall to $300,000,000. This lays the foundation 
for a more active and positive contraction than would take place under the con- 
struction of the law which you give. Banks that have deposited legal tenders 
and withdrawn their bonds can resume their position only by taking out new 
currency. 

‘*To place the question simply before the public, the subjoined table shows the 
positive contraction that has taken place since the passage of recent acts of 


Congress, made up on the 1st of April, as follows: poe 

pril 1., 
National bank notes contracted by depositing greenbacks $ 17,296,037 
Less new National bank circulation issued up to April 1, 1875..........e00.0sseee . 3+556,600 


_ $13,739,437 
Add greenbacks retired, viz., 80 per cent. on $ 3,556,600 new National Bank circu- 
lation issued up to date, April r 2,845,280 


Absolute contraction from June 20, 1874, to April 1, 1875 $ 16,584,717 
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‘*Since the rst of April there has been an active continuance of the same movement, 
and at this date the positive contraction is $17,000,000 in round figures.” 
The Foreign Imports at New York in March compare as follows: 


1873. 
$ 18,625,391 
12,697,010 
T1, 303,532 
814,688 


$ 43,440,621 
12,192,307 


Total entered at port 
Withdrawn from warehouse 


1875. 
$ 15,821,051 
11,458,257 
8,248,598 
2,761,677 


$ 38,289,583 
8,714,383 


1874. 
$ 18,498,458 
11,761,814 
12,188,280 
150,894 


$ 42,599,446 
10,252,756 «ses 


The Foreign Imports at New York for nine months, ending March 31, are nearly 
equal to those of 1874, and fall short of the aggregate of 1872 by 45 millions of 


dollars. 
1873. 
$ 199,326,050 
37,803, 691 
38,860,517 
43,440,621 


Six months . 
January 


$ 319,430,879 
5,879,210 


$ 313,551,669 


Total nine months 
Deduct specie 


Total merchandise 


The Duties received at the port of New York are reported below: 


1873. 
$ 64,393,092 93 
10,763,626 44 
12,893,637 89 
12,101,274 64 


Six months 

In January 

In February 
In March .... 


Total nine months $ 100,151,631 90 


1875. 
$ 175,110,736 
24,831,250 
36,923,360 
38,289,583 


.-+» $ 275,154,929 
8,074,782 


sees $ 267,080,147 


1874. 
$ 177,517,854 «.-- 
30, 310,679 
35,439,638 
42 599,446 
. $ 285,867,617 
16,836,598 


- $268,981,019 


1875. 

. $ 54,213,434 16 
8,072,846 12 
11,811,046 95 
10,323,619 78 


1874. 

-» $53,535419 05 
10,042,084 05 
10,186,365 08 
10,793,792 81 


.» $84,557,660 99 


-+ $ 84,420,947 or 


The total Exports from New York to Foreign Ports in the month of March are 


as subjoined: 
1873. 
$ 21,045,792 
331,644 
604,773 
35579,432 


Domestic produce 
Foreign merchandise, free 

do. dutiable 
Specie and bullion 


$ 25,552,641 
21,982,209 


Total exports 
do. exclusive of specie 


1875. 
$ 18,669,717 
351,906 
560,539 
3,142,066 


1874. 
++ $22,099,528 
191,435 
618,255 
2,537,822 


$ 25,447,040 
22,909,218 


$ 22,724,228 
19,582, 162 


The total Exports, exclusive of specie, from New York to Foreign Ports, for nine 
months ending with March 31, compare as follows: 


1873. 
$ 130,400,814 
20,050,550 
21,139,002 
21,982,209 


Total produce 
Add specie 


— 


Total exports $ 242,785,583 


$ 193,572,575 
49,213,008 


1875. 

. $40,508,524 
19,291,403 
18,111,985 
19,582,162 


1874. 
.... $160,757,524 
23,455,038 
20,725,611 
22,909,218 


.+++ $227,847,992 
29,019,569 


..+. $256,867,560 


«+++ 197,494,074 
48,905,477 


..++ $246,399,551 





